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PREFACE 

During the winter of 1939-1940 various proposals 
for the federation of some or all of the independent 
states of the world were widely discussed and 
strongly supported. Moreover, members of both 
the British and French Governments commented 
favourably on these proposals and implied that 
some version of them might well become a part of 
their war aims. A point had been reached where 
the - conception of Federalism, or Federal Union, 
in one or other of its forms, was coming to hold 
the same place in the public mind as had 
been held by the concept of the League of Nations 
during the latter half of the war of 1914-1918. 
Federalism was coming, that is to say, to embody 
the hopes and aspirations of a large body of liberal, 
middle opinion in this country, of a body of opinion 
which earnestly wished to find a principle for which 
to fight. 

It may be thought that the events of the summer 
of 1940, and, above all, the fall of France, have 
destroyed the very possibility of Federal Union, or 
Federalism in general. These catastrophies have 
indeed made remote the realisation of either of the 
two forms in which Federalism was preached during 
the preceding twelve months. They were, re- 
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spectively, the original, grand, inclusive scheme, 
involving a union of America and fourteen other 
states, and a second, or modified, scheme for a less 
close union of these fourteen states without America. 
No fewer than five of the states included in both these 
schemes have now been conquered by Germany, 
and have ceased to exist as independent states. 
Hence, discussion of their federation under this 
scheme or that has become somewhat remote. 

It would be a profound mistake, however, to 
think that the German conquests of the summer of 
1940 had put paid to the conception of the federation, 
or union into a larger unit, of a number of the hither¬ 
to existing independent states. On the contrary, 
it will be a purpose of this book to show that the 
general conception of Federalism, albeit in forms 
totally unexpected and unwelcome to the original 
Federal Unionists, is very much alive in the world 
today. The succeeding chapters of this book are 
devoted to showing that Federalism, or Federal 
Union, or Union Now, is in essence a proposal to 
merge, or fuse, several capitalist states into one; 
that such mergers or fusions can never take place 
on a purely voluntary basis: that they will always 
be effected to a lesser or greater degree by conquest. 
Once we have realised these facts we shall see that 
one form of Federalism is being enacted before 
our very eyes. The Nazis have made a union 
of Western Europe, and they have made it 


now. 



PREFACE 


9 

Federal Unionists do not like this Nazi Union, 
and neither do I. But to what extent does it differ, 
in its essential basis, from the union prpposed by 
Federal Unionists? For, however differently it was 
formed, however shockingly violent, ruthless and 
absolute was the process of conquest by which 
the stronger capitalist empire—Nazi Germany— 
absorbed the weaker capitalist empire—France— 
and the other smaller states of the Atlantic seaboard, 
yet the resulting union is neither more nor less than 
a union of capitalist states; and Federal Union 
itself would have been no other. 

We can all see that the Nazi, forced union of 
Western Europe does not, and cannot, serve as a 
basis for a progressive and peaceful human civili¬ 
sation. Should not this lead us to suspect, at any 
rate, that even the more voluntary, more polite 
form of the fusion of these states which was advo¬ 
cated by the Federal Unionists might not have been 
an adequate basis either? Should we not be led to 
suspect that some change deeper than the mere 
merging, whether forcibly or voluntarily, of existing 
states, as they are today, is necessary as the basis 
for a world fit to live in ? 

It is the main purpose of this book to demon¬ 
strate that this is the case; that only a basic change 
in the very nature of the existing states and empires 
can serve as such a basis. It is my purpose to con¬ 
vince the reader that, no matter how you merge, 
fuse or fit together the existing states and empires, 
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no matter if you do it in an abominably ruthless 
way under Nazi domination, or in a much less 
ruthless way under British-French domination, or 
under American domination, you will never get a 
world worth living in. The sole way in which you 
can even tackle the real problems that have to be 
tackled is to begin the process of the transformation 
of the social and economic structure of these states 
and empires so that they cease to be capitalist states 
and empires and become socialist communities. 

All this is not to say that the concept of the 
federation, or union, of several states into one, is 
unimportant or irrelevant to our present situation. 
There is a sense in which the fall of France has made 
it clear that the day of the independent, completely 
sovereign, nation-state is over. The future certainly 
lies with larger aggregations of power, with multi¬ 
national states and state systems. What I shall 
seek to show is that the character of these multi¬ 
national states, or empires, will be dependent upon 
their internal social and economic structures. I 
shall seek to show that they will be prison states and 
prison empires, exploiting their populations at home 
and their vassals abroad, if they remain organised 
on the capitalist basis. 

We now have before our eyes in Western Europe a 
conquest-created example of such an aggregation 
of power, based upon imperialist exploitation. It 
is clear that successful resistance to this Nazi 
Empire must ultimately necessitate the formation 
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of a still greater aggregation of power. In this 
connection also the concept of Federalism is still 
highly relevant to the world situation. Of the 
original states which it was proposed to federate, 
almost the only ones left are the states forming the 
British Empire and the United States of America. 
Now, it is almost inevitable that under the gigantic 
pressure of the Nazi Empire some form of closer 
co-operation between these states must grow up, if 
they are to survive. This closer co-operation will 
probably take forms very different from those 
envisaged by Federal Unionists—-just as the union 
of Western Europe has happened in the to them 
totally unexpected, and, we trust, unstable, form 
of a Nazi conquest. Nor must we suppose that 
even a full union between America and the states 
of the British Empire, if such a thing were ultimately 
to become possible, would take place in the polite 
and voluntary manner envisaged by Federal 
Unionists. In such mergers of capitalist states 
there will always be a profound element of the 
forcible conquest of the weaker, smaller states— 
in this case Britain and the Dominions—by a larger 
and more powerful state—in this case America. 
Such realistic considerations do not make me, for 
one, into an opponent of an ever-growing amount 
of co-operation, even up to the ultimate point of 
union, between Great Britain, the Dominions and 
America. Indeed, most of the evidence suggests 
that the people’s forces are in some respects today 
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stronger and healthier in America than in Great 
Britain, and that a closer union between the two 
would strengthen, rather than impede, the people’s 
struggle in this country. Thus, if the desperate 
struggle to prevent our absorption by conquest 
in the Nazi aggregation of power involves the 
fusion, to a lesser or greater extent, of British and 
American power, this is a prospect which should 
be in itself welcome to the progressive forces in this 
country. 

But in this case, too, the essential purpose of this 
book is to show that a closer union of Britain and 
America, however necessary to their self-preser¬ 
vation such closer union may prove to be, would not 
in itself produce the peaceful and progressive 
world which will alone be fit for free men to live in. 
Such a union would be a union of capitalist empires. 
The result (in the unlikely or, at any rate, distant 
event of a complete union) would be one vast 
capitalist empire. Such a process, though it may 
well prove indispensable to our survival, would not 
take us one step forward in the task which must be 
accomplished if we are to live in peace. That 
indispensable task, we shall argue closely, taking up 
at every step the contrary opinions of Federal 
Unionists, is to transform the economic and social 
structures of our states from a capitalist to a socialist 
basis. This will involve the coming to power of the 
people, and the breaking of the power of the finance, 
or monopoly, capitalists who at present dominate 
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such societies as ours—it will involve, in a word, a 
profound inner transformation of the very nature of 
our societies. Unless we understand the necessity 
for this, and act upon that understanding, we shall 
never have peace. 




Chapter One: THE CASE FOR FEDERAL 

UNION 

What is Proposed 

The case for Federal Union was originally set 
out in two books, the one by an American, Mr. 
Clarence Streit, entitled Union Now, and the other 
by an Englishman, Mr. W. B. Curry, entitled The 
Case for Federal Union. 

It was proposed that a number of states—such as, 
for instance, Britain, France, Holland, the United 
States—should form a Federation, in the same way in 
which the thirteen separate American states formed 
the United States of America in 1787-1789, a few 
years after they had freed themselves from British 
rule. It is pointed out, by Mr. Curry in particular, 
that such a Federal Union would be neither, on the 
one hand, a league, or alliance, of states, such as the 
League of Nations was, nor, on the other hand, 
would it be a single World State, within which the 
identity of existing states would be completely 
fused. Mr. Curry complains that English people, 
having, unlike Americans, no experience of a 
Federal Union, find it difficult to conceive of this 
half-way house between a League and a World State. 
Let us note, at this stage in passing, that they may 
not be entirely mistaken in that. It is no doubt true 
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that a Federal Union is an entity different from 
a completely fused, completely centralised State. 
But it is only different to the extent to which the 
U.S.A. is less of a united, national unit than is, for 
example, such a more centralised state as Britain. 
And that, the reader will agree, is to a quite small 
extent. In a word, what is meant by Federal 
Union (in its original form) is much nearer, for 
good or ill, to the amalgamation of the existing 
nations, or some of them, into a single World 
State, or near World State, than it is to another 
League, or alliance, of nations. (We shall find 
that already several modified, moderated versions 
of Federal Union are being preached, versions under 
which the proposed amalgamation of states is to 
be much less complete. We discuss these vaguer 
proposals below. But we must first take the original, 
Streit-Gurry proposal for genuine Federation at 
its face value, and see what is involved in it.) 

The actual constitution proposed for the new 
Federal State is very closely modelled (by Mr. 
Streit, and this is provisionally accepted by Mr. 
Curry) on that of the United States. This means 
that the essence of sovereignty, or power, really is 
transferred from the existing national Governments 
to the proposed Federal Government. For it is 
proposed to transfer to the Federal Government the 
following rights:— 

1. The right to grant citizenship. 

2 . The right to make peace and war, to nego- 
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tiatc treaties and otherwise deal with the outside 
world, to raise and maintain a defence force. 

3. The right to regulate inter-state and foreign 
trade. 

4. The right to coin and issue money and fix 
other measures. 

5. The right to govern communications: to 
operate the postal service, and regulate, control 
or operate other inter-state communication ser¬ 
vices. 

(Union Now, by Clarence Streit.) 

This degree of union would undoubtedly mean 
(again for good or ill) that the Governments of the 
states which entered the Federation—as, for instance, 
the French, the British, the Dutch or the American 
Governments—would become bodies of quite sub¬ 
sidiary importance, with, in fact, approximately the 
same importance as have the Governments of the 
states of Virginia, Kansas, California or any one of 
the American states today. 

Let us make no mistake about what was proposed 
by Streit and Curry, in the original version of 
Federal Union. It was proposed to amalgamate, 
merge or fuse Britain, France and the United States 
and a number of other smaller states into one great 
State, in the same way, and roughly to the same 
extent, as the American states were amalgamated, 
merged or fused into the United States of America. 

The United States is, of course, not the only 
merger of states that has occurred in history, but 
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it is the greatest. Federal Unionists point also to 
the merger of the Swiss cantons, each speaking a 
different language, into the Swiss Federation. 
Another comparison, or, at any rate, analogy, which 
might be drawn in order to illustrate what is 
proposed could be taken from the business world. 
Nothing is commoner nowadays than the fusion, 
amalgamation or merging of various hitherto com¬ 
peting and struggling firms into one large trust or 
combine. And, again, in this kind of merger the 
existing firms do not always, or even usually, 
completely lose their identity. They are federated. 
They become subsidiary companies of one great 
central concern, often known as a “ holding 
company ”. In just the same way it is proposed by 
Federal Unionists that the existing states should not 
cease to exist, but that they should become depen¬ 
dent on a central “ holding Government ” set up 
by the Federation. (We shall see as we go on that 
this analogy with the business world of competing 
capitalist firms is not an irrelevant one.) 

The precise proposal made by Mr. Streit, and 
repeated by Mr. Curry, is that, as a start, the 
following fifteen states should fuse or federate into 
one great, or super, State: America, Great Britain, 
Canada, Australia, New Zealand, South Africa, 
Ireland, France, Belgium, Holland, Switzerland, 
Denmark, Norway, Sweden and Finland. Federal 
Unionists count the British Dominions as separate 
states. On the other hand, they do not count the 
colonies of any of what Mr. Streit calls the “ founder 
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democracies ” as separate states. That is to say, 
Java, a colony of Holland; Senegal, a colony of 
France; Porto Rico, a colony of America; and, 
above all, of course, India, a colony of Great 
Britain, would be brought into the Federation. 
But they would come in, not as constituent parts 
of the Federation, electing both their own local 
government and taking part in the elections of the 
Federal Government, but as governed colonies. 
Their present status would, however, be changed in 
this respect. India, for example, would cease to be 
a colony of Great Britain, and the Congo would 
cease to be a colony of Belgium. Both would 
become colonies of the Federation as a whole. 
Colonies would, in other words, be pooled. The 
colonies are regarded, as it were, as belongings of 
the “ founder democracies ”, and these founders are 
expected to bring their belongings with them and put 
them into a common pool to be used for the benefit 
of the whole of the white part of the Federation. 

Why, the reader may ask, did the original 
Federal Unionists choose these fifteen particular 
states? They chose them, they tell us, for these 
reasons. In the first place, because these states 
are democracies.* They all have, that is to say, 
roughly similar political constitutions. They are 
governed by means of parliaments elected on a 

* France is no longer a democracy and has a shadowy 
existence as an independent State. Several other of the States 
selected for federation no longer exist at all. But of that 
below. 



20 FEDERALISM OR SOCIALISM? 

more or less universal franchise, and they have, 
roughly, similar legal conceptions, both in commer¬ 
cial and criminal law. The second reason is that 
these democracies are, in a sense, geographically 
contiguous—they all border, that is to say, the 
North Atlantic Ocean, and can therefore trade 
easily with each other. (This is, of course, not 
true of New Zealand, Australia and South Africa, 
but Federal Unionists do not seem to worry about 
this geographical point.) Finally, although Federal 
Unionists say very little about this, all these states 
have similar economic systems. They are, that is 
to say, not only democracies, but capitalist demo¬ 
cracies. Their citizens get their livings in the 
same way. Almost all the factories, mines and land 
within these states are, that is to say, owned by 
groups of private individuals, and operated only if 
and when their operation will yield a profit to these 
groups of individuals. The large majority of the 
populations of all these states get their livings, 
moreover, by working for wages in the employment 
of those who own these factories, mines and land. 
We shall find as we investigate the matter that no 
amalgamation, or fusion, would be possible between 
states which ran their economic life in totally 
different ways. For example, one cannot imagine a 
capitalist and a socialist state fusing, unless the one 
became capitalist or the other became socialist. 

We now see the reasons why Federal Unionists 
exclude other states from their list of “ founder 
democracies ”. Some—e.g., Germany, Italy, Japan 
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—are excluded because they are not democracies; 
others—e.g., the Soviet Union—are excluded 
because they are not capitalist. On the other 
hand, Federal Unionists strongly emphasise that 
their original list of fifteen states is intended as 
the nucleus of a world-wide Federation. The 
Federation is to be open at all times to adhesion 
by any state on condition that that state becomes 
a democracy. This condition is stressed. For 
example, it is suggested that Germany could, and 
should, become a member of the Federation 
directly she had re-established a democratic consti¬ 
tution, but not until. But our investigation will 
show that a state would also have to become 
capitalist before it joined the Federation. For 
example, Federal Unionists state clearly that the 
Soviet Union is not to be allowed to join until 
it establishes a political system similar to that 
of Britain, France and the United States. But, 
although neither Mr. Streit nor Mr. Gurry says so, 
the Soviet Union could not possibly join unless it 
also re-established capitalism. If (to go no deeper 
into the point at this stage) we glance back at Mr. 
Streit’s list of the powers which any state which was 
a member of the Federation must grant to the 
central Federal Government, we shall see why. 
Points 3 and 4 of Mr. Streit’s transferred powers 
give the Federal Government the power to regulate 
inter-state and foreign trade, and to coin and issue 
money. Federal Unionists are perfectly correct, 
of course, in asserting that it is just as essential to 
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grant these powers to the Union Government as it 
is to grant the power to make war and peace, if the 
Federation is to be a reality. But let us picture the 
effect of these powers. We know, again from the 
example of the United States, exactly what they 
mean in practice. They mean that no member 
state has the right to erect tariffs against the goods 
manufactured in some other member state, or to 
restrict the entry of such goods in any other way. 
In the same way, no member state has any control 
over the national currency, so that, in fact, central 
banking and finance, which are rapidly becoming 
a state matter, has to be decided by the Federal 
Government. Such a Federation could not have 
both capitalist and socialist member states within it. 
The economic system of the Soviet Union, for 
example, is largely based upon the Soviet Govern¬ 
ment’s control of foreign trade, banking and 
finance. What a Soviet factory makes is determined 
by the Soviet Government, according to its economic 
five-year plan. This kind of planning, which is 
of the very essence of the running of a socialist 
economic system, would, of course, have to be 
abandoned instantly if the Soviet Union, or any 
other socialist state, became a constituent part of a 
Federal Union of Capitalist States. For, once the 
Soviet Union had surrendered these powers to the 
Federal Government, what a Soviet factory pro¬ 
duced would be determined by the play of the 
market and the forces of competition. It would be 
determined by the play of demand and supply 
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between the Soviet factories and the factories situated 
in all the other member states of the Federation. 
The only way to decide, so long as the Federation 
as a whole was capitalist, what should be pro¬ 
duced, would be by what it was profitable to 
produce. 


The Division of Powers 

It is worth while to envisage at once and clearly 
what Federation would mean in regard to the 
capitalist member states. The British Government, 
for example, would be unable, once it had entered 
the Federation, to protect its industries against 
American industries, or vice versa. For instance, 
Britain could not by tariff, as at present, enable 
Lords Austin and Nuffield to produce motor-cars at 
considerably higher cost than those produced by 
the General Motors Corporation in America; nor, 
again, could the American Government protect the 
American rayon industry, for example, against the 
competition of Courtaulds. 

We see at once that it is of the essence of any real 
Federal Union that not only must the Federal 
Government be empowered to do certain things—i.e., 
to put a tariff, if it likes, round the Union as a whole 
—but that the member-states’ governments must be 
forbidden to do certain things—i.e., put a tariff round 
their own areas, or issue their own money. On the 
other hand, of course, certain things—i.e., the 
imposing of local taxation—would still be possible 
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for the member-states’ Governments. This division 
of powers between the Federation and the states 
makes it necessary for the Federation to have 
a written constitution, performing the same function 
as does the constitution of the United States. The 
main function of any such constitution is to define 
as clearly as possible what the member-state 
Governments can and cannot do.* But if you have 
a written constitution of this sort, you have got to 
have a Supreme Court to settle how the con¬ 
stitution applies in any given case. Tricky issues 
between the member states and the Federal 
Government are continually arising, which have 
to be adjudicated by the Supreme Court. 

Just in order to see how a Federation works, it 
may be worth while to envisage one such issue of 
what Americans call “ State Rights ”, which might 
well arise in connection with the example I gave 
above—of the prohibition of the British Government 
involved in Federation from maintaining its existing 
tariffs against American motor-cars. Now, at the 

* A minor point with which, curiously enough, neither 
Mr. Streit nor Mr. Curry deals, is that in the case of the 
United States, Switzerland, Australia, Canada and South 
Africa, the Federal Union would be a doubly Federal struc¬ 
ture. These member-states are, that is to say, themselves 
federations already. Therefore, the Federal Union itself 
would be a Federation of Federations. Complications, in the 
case of the United States especially, where the state rights of 
the states forming the existing federation are still fairly jeal¬ 
ously guarded, in some respects, might surely be very serious. 
However, this sort of constitutional difficulty can usually be 
overcome. 



THE CASE FOR FEDERAL UNION 25 

present moment the British motor-car industry is 
protected not only by an import duty, but also, 
some experts say, even more, by the very high 
horse-power tax of 25L per annum per horse-power, 
which is imposed on all cars. This has meant that 
British cars are manufactured with extremely low 
horse-powers, so that the annual tax payable on 
them is half, or even less, as high as the tax payable 
on American cars with their normally high horse¬ 
powers. The removal of this horse-power tax would 
give an immense competitive advantage to American 
cars—or, as the American manufacturers would 
no doubt put it, would remove an immense dis¬ 
crimination against American cars. Now, if a 
Federal Union had been formed, would, or would 
not, the British Government have the right to 
maintain this horse-power tax? The fate of the 
whole British motor-car industry, and all the interests 
bound up with it, might well turn on this question. 
It would be argued on behalf of the Federal Govern¬ 
ment—or, if you will, the American motor manu¬ 
facturers !—that this horse-power tax was, in fact, 
nothing but a concealed form of tariff. It would be 
argued on behalf of the British Government—i.e., 
the British motor manufacturers!—that to deny the 
right of the British Government to levy such a tax 
was a gross infringement of the admitted state right 
of imposing local taxation. 

Such a case could, of course, only be decided by 
the Federal Supreme Court. Nor am I suggesting 
that there is anything impossible, or indeed un- 
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desirable, about such cases being decided by a 
Supreme Court interpreting a written constitution. 
My little example is simply intended to do two 
things: (i) to make the reader envisage the way 
in which a Federal constitution works, and (2) to 
give a preliminary hint of the tremendous economic 
interests the whole fate of which would be at stake 
in the formation of the Federal Union. We see 
that, broadly speaking, the formation of such a 
Union would immensely favour the capitalists (and 
therefore, to some extent, their workers) in the 
most powerful, best-organised and most efficient 
parts of the Federation, as against the capitalists in 
the less efficient, less powerful, less well organised 
parts of the Federation (and therefore, to some 
extent, their workers). In the case of my motor¬ 
car example, for instance, the American motor 
manufacturers would undoubtedly be greatly bene¬ 
fited at the expense of the French motor manufac¬ 
turers. And the tighter the Federal Union was and 
the less were the powers reserved for the member 
states, the more this would be so. 

The reader must not suppose that I am suggesting 
that there is necessarily anything pernicious about 
all this. In the abstract there is always something 
to be said from the point of view of the British 
and French consumers in favour of refusing to 
subsidise second-rate, if home-grown, capitalists. 
This is the familiar Free Trade argument. For 
example, there may well be something to be said, 
from the point of view of the British and French 
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consumers, for refusing to subsidise tbe British and 
French motor-car manufacturers, by tariffs, etc., as 
against the American motor manufacturers. All I 
am attempting to bring out by my example are 
the realities of the formidable shifts of economic 
power and interest which would be effected by a 
Federal Union between major capitalist states. 


The Three Questions 

The reader has now, I hope, got a clear picture in 
his head of what is proposed by Federal Unionists. 
He must note again, however, that what I have 
tried to describe is the original proposal as 
made by Mr. Clarence Streit and by Mr. Curry, 
and that other versions of Federation are current, 
both in theory and in practice in the world today. 
Before coming on to them, however, we are bound 
to consider the original, unmodified Streit-Curry 
proposal for a straightforward, uncompromising 
amalgamation of the three great Empires, Britain, 
France and the U.S.A., together with the twelve 
other smaller states. For undoubtedly this is a 
genuinely big proposition, which has shown itself, 
by its very boldness, able to affect people’s imagina¬ 
tions strongly, and to raise considerable enthusiasm. 
Therefore it deserves careful consideration. 

Let us, first of all, put three questions in regard to 
this original version of Federalism. First, what 
would the coming into being of a Federal Union 
of this kind really mean? Secondly, is the coming 
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into being of such a Federal Union possible? 
Thirdly, is it desirable ? 

I. The coming into being of a full-scale Federal 
Union of this kind would mean the creation of one 
vast capitalist super-state or, rather, super-Empire, 
in the place of the existing three large, and twelve 
smaller, capitalist Empires and states. It is im¬ 
portant to notice that the proposed super-Empire 
would be very like, whether for good or ill, the 
present constituent states, only bigger. It would 
have the same economic system. That is to say, 
Its citizens would get their livings in the same way. 
One small part of them would get their livings by 
owning parts of the fields, factories, mines, situated 
in the territory of the Empire; another, and far 
larger, part of its citizens would get their livings 
by working for wages paid them by the Associations, 
Joint Stock Companies, Corporations, Trusts, etc., 
owned by the citizens of the first kind. Again, both 
the two above kinds of citizens of the super-Empire 
would be politically free citizens. They would, 
that is to say, have the right to determine by vote 
the characters both of their own member-state 
government and of the Federal Government itself, 
and to engage in the usual political activities, 
propaganda, etc., to that end. But these two 
classes of free citizens, whom we may call respec¬ 
tively “ owners ” and “ earners ”, would, even taken 
together, constitute a relatively small minority of 
the peoples ruled over by the Government of the 
Federal super-Empire. (And in this also the new 
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super-Empire would resemble most, at any rate, 
of its constituent parts. Today, for instance, the 
Dutch and the British owners and earners taken 
together are a small minority of the people ruled 
over by the Dutch and the British Governments.) 
For the Federal Government would, as we have seen, 
rule over the pooled colonies of all the member states. 

Now, the founding democracies between them 
own by far the larger part of all the colonies of the 
world. According to the table given on page 137 
of Mr. Streit’s book, the fifteen founding democracies 
have together a population of just over 279 millions, 
but the dependencies of these fifteen founding 
democracies have a population of some 634 millions 
(giving a total population to be ruled over by the 
Federal Government of 913 millions).* Therefore 
there would be getting on for three times as many 
purely subject peoples within the Federation as of 
free peoples taking part in the election and con¬ 
stitution of the Federal Government. Can there 
be any doubt, then, that the full Federal Union, as 
proposed by Streit and Curry, would be a vast 
capitalist Empire, differing, in essentials, only in 
size from the Great Britain of today, for example ? 
For the population ruled over in the British Empire 
by the British Government today is divided into 
these same three classes.f There are those of us 

* World total is somewhat over 2,000 million. 

f I am following the practice of Federal Unionists and 
regarding the population of the Dominions as peoples of 
separate, independent States. 
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who live by owning parts of the factories, mines or 
land situated in the British Empire—perhaps about 
4 million people; there are those of us—about 
40 million people, almost all in Great Britain— 
who live by working in the factories, mines and land 
belonging to the 4 millions, but who take part (as 
best we can) with that 4 millions in electing the 
British Government and determining its policy; 
and there are 505 million of us—over two-thirds in 
India—who are simply ruled by the British Govern¬ 
ment. The position is, it is true, more complicated 
than this may suggest. For some of those who are 
ruled by the British Government without democratic 
rights may themselves be owners of factories, mines 
or land (e.g., an Indian capitalist). More important 
still, some of us who have little or no ownership in 
the factories, mines or fields of Britain or the 
Empire, but who have democratic political rights, 
yet derive considerable indirect benefit from the 
labour of the hundreds of millions in the colonies, 
who have neither democratic rights nor ownership 
in any field, factory or mine. However, we shall 
go into the realities of the way in which a capitalist 
Empire works below. I only intend to show here 
that the proposed Federal super-Empire would, for 
good or ill, differ enormously in size, but hardly 
at all in character or structure, from one of the 
Empires, such as Britain or France, or Holland or 
Belgium, which would be fused to make it. 

II. Our next question was as to whether the setting 
up of a Federal super-Empire of this sort was 
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possible. At this stage it is important merely to 
notice the kind of obstacles which would be en¬ 
countered. There are first of all, of course, psycho¬ 
logical obstacles. For instance, if ever the mass 
of contemporary American middle-class opinion 
(which controls almost all organs of expression in 
America) came to suppose that there Was a serious 
possibility of the surrender by the American 
Government of the above five essential sovereign 
rights to a Federal Government, indignation would 
probably be very great. We can imagine the similar 
reaction in the same sections of British and French 
opinion. It is often said by Federal Unionists that 
such opposition—the existence of which they do not, 
of course, deny—is based on nationalist prejudices 
which would have to be overcome. This is in one 
sense true. But we have already noticed enough 
of the vast effect on major economic interests (such 
as, to go back to our example, the American and 
British motor industries) which the formation of a 
Federal Union would have, to see that such national 
sentiment has a very real material basis. Let 
us take another example. The extensive French 
Empire was largely a preserved market, and source 
of raw materials, for the French capitalists. It 
would have had the most extreme effect upon the 
French economic system if this area had been thrown 
open to the competition of the much more powerful 
American and British capitalists. However, these 
considerations cut both ways: although the forma¬ 
tion of a Federal Union would certainly ruin whole 
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industries in various of the member states, it would 
also bring gigantic benefits to other industries in 
other of the member states. On the whole, I repeat, 
it would benefit the strong at the expense of the 
weak. It would tend to centralise the industrial 
production of the whole Federation in certain very 
limited areas, and to drive the rest of the Federation 
into the job of providing raw materials and agri¬ 
cultural products.* It is possible that during the 
process of this centralisation it might raise the 
standard of life of the population of some parts of 
the Federation considerably. 

However, we examine in detail the real economic 
consequences of Federation below. For Mr. Streit, 
Mr. Gurry and the other Federal Unionists have 
given far less than adequate attention to these basic 
economic considerations. All we are concerned to 
notice here is that certain groups of capitalists 
(above all, the American capitalists) might well 
have much to gain by federation. Therefore, 
genuinely strong support, overcoming nationalist 
prejudices, might, in certain circumstances, be 
found for the proposal. But, on the other hand, we 
notice also that other capitalist interests, dominant 
in their own states—e.g., the capitalists of the inter- 

* This, it is worth noting, is precisely what the Nazi 
builders of a Federal Union in Continental Europe are doing 
at the moment. The vassal Petain Government has just 
had to announce, for example, that the future of France must 
be that of “ a peasant country ”—i.e., an agricultural hinter¬ 
land for the more powerful German capitalists. 



THE CASE FOR FEDERAL UNION 


33 

mediate and smaller states: Britain, France, 
Holland, etc.—would be put in deadly peril by the 
proposal. Therefore we must expect that they 
would fight it by all possible means. 

Does this mean that Federal Union is incon¬ 
ceivable? It is relevant to recall here the analogy 
of merging firms, companies or corporations. Such 
mergers nearly always benefit some and harm 
others; yet they take place. They take place 
because the larger, stronger corporations achieve a 
position in which they can force their smaller rivals 
either to merge or federate, or to go under alto¬ 
gether. In other words, they do not take place 
by simple voluntary agreement, but by force, by 
conquest. It seems likely that the same type of 
consideration applies to Federal Union. We can 
imagine Federal Union taking place. But we can 
only imagine it taking place, not as a simple 
voluntary coming together, but as the throwing 
up of the struggle by the smaller and weaker, who 
voluntarily surrendered their advantages to the 
stronger and bigger, lest they perish miserably. 
Thus the accomplishment of Federal Union is not 
in principle inconceivable. But it could only take 
place by means of a process very different from 
what Federal Unionists tend to suggest. Federal 
.Union, if it ever takes place, will mark the 
taking over of certain weaker, or hard-pressed 
Empires by stronger rival Empires, rather than any 
peaceful, co-operative, voluntary amalgamation 
of equals. This is not to say, however, that such a 
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forced merging of Empires may not take place 
and may not be a necessity of existence for the 
Empires and smaller states which may enter the 
Federation.* 

Moreover, Federal Unionists have an excellent 
reply when the practical difficulties of converting 
dominant opinion in America, Britain, France, etc., 
to the idea of Federal Union are stressed. They 
agree that these difficulties are formidable, but 
point out that if it is agreed that Federal Union is 
as desirable and as necessary as they claim it to be, 
all that this means is that we are faced with an 
immense but indispensable task of conversion. No 
great and good thing, they say truly, can come 
easily. The obstacles are undoubtedly great, but 
they can be overcome, etc. etc. 

• « • * * 

III. The third question was, Is Federal Union 
desirable? In a sense, the whole of this book is 
an attempt to answer this question. We shall not 
be in a position to give a fully informed answer till 
the end of our argument. Let us here merely 
notice the main reasons given by Federal Unionists 
for answering this question with a tremendous 
“ Yes ”. 

* The first draft of this paragraph was written imme¬ 
diately before the conquest of Holland, Belgium and France 
by the Nazi Imperialists. We now have an object lesson 
before our eyes of how Capitalist Empires in fact “ federate ”. 
It is a rather different process from that suggested by Mr. 
Curry, for instance. 
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On the whole, and in the main, Federal Unionists 
desire Federal Union because they believe that it, 
and it alone, would stop war. No one can possibly 
doubt either the supreme importance or the supreme 
desirability of that. At a moment like the present, 
in the middle of the second great war within a 
generation, our longing for world peace must make 
any proposal which can even claim to end war 
extremely attractive. Naturally, therefore, a large 
part of this book will be concerned with a close 
examination of this claim. For if it is unfounded, 
then the very fact that it is above all necessary to 
end war must make us hostile to false solutions 
which cannot effect that object. 

Here, however, let us merely notice how it is 
claimed that Federal Union would end war. Mr. 
Streit, for example, is very specific on this point. 
He claims that his proposed Federal Union of fifteen 
founder democracies {and their colonies) would end war by 
dominating the world. His argument runs like this. 
He shows how the old balance-of-power theory must 
always lead to war. He then adds: 

“ The race is to the strongest, and the demo¬ 
cracies, by scrapping all this balance of power 
and neutrality nonsense and directly seeking 
peace in the unbalance of power that Union 
alone can quickly and securely give them, can 
still win, for they need but unite their strength 
to be by far the strongest 


* Union Now , p. 53. 
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Or again: 

“ Wc should keep in mind during the coming 
discussion that any application of the union 
principle to our problem in inter-state govern¬ 
ment differs radically from all previous applica¬ 
tions of it, because this time it is applied on a 
world scale and provides world control. The 
democracies to be united this time are so powerful 
that their Union would be all powerful and would 
be the first democratic state that from birth would 
dwarf all the rest of the world.” * 

Or again: 

“ Our Union will be the great power, not one 
of the great powers. It will tower above all the 
rest of the world as the United States now does 
in the Americas. At the outset its population 
will be nearly twice that of China, its gold 
reserve and shipping tonnage about double that 
of the United States and the United Kingdom 
respectively, its area thrice that of Russia, its 
navy thrice that of the United Kingdom or the 
United States, its air force four times that of 
France. Its problems in the foreign field will 
be greatly simplified by the ratio between its 
strength in each domain and that of the 
strongest outside power or practical combination 
of them.” f 

* Union Now, p. 237. t Ibid., p. 238. 
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Or again: 

“ United, these fifteen are (within human 

limits) almighty on this planet.” * 

Federal Unionists claim, then, that their proposal 
will abolish war by making their Union, with its 
colonies, “ almighty on this planet In other 
words, the Union would be able, in the last resort, 
to dictate the policy of all other and outside powers. 
(As Mr. Streit puts it, “ its problems in the foreign 
field would be greatly simplified ”.) Sooner rather 
than later, Federal Unionists imply, these outside 
powers would be forced to join the Union them¬ 
selves. But, in order to do that, states which were 
not - democratic—e.g., Germany—would have to 
become so, and states which were not capitalist— 
e.g., the Soviet Union—would have to become so. 
Thus, by domination, and ultimate absorption, the 
Union is both to become world-wide and to impose 
the particular social, political and economic struc¬ 
ture of its member states on the rest of the world. 
It is well to get clear that, for good or ill, this is 
the real purpose and method of Federal Union, 
because a great deal of Federal Union propaganda 
sounds very different from this. Mr. Curry, in 
particular, gives the whole proposal a strongly 
pacific, not to say pacifist, note, thereby no doubt 
making it more attractive to some readers, if less 
real. 

Is there not, however, something to be said for 
* Union Now, p. 147. 
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the idea of these fifteen states merging in order to 
dominate the world ? Many readers may feel that, 
after all, it would be no bad thing if such a Union 
should dictate to any states which obstinately re¬ 
mained outside, or ultimately absorbed them. This 
might not be a very gentle, pretty or voluntary 
process, but, such readers might continue, is not 
this the one way by which, in practice, we can get 
world peace? And would not world peace be so 
tremendous a gain that it would be well worth 
while to bring it about in this way ? 

We shall not be in a position fully to answer this 
question also until we come to the end of the argu¬ 
ment. Here we may merely notice two considera¬ 
tions. In the first place, a union, or merger, of 
capitalist states of this forcible character is actually 
going on before our eyes at the moment (summer 
1940). But it is being effected, not by the Federal 
Unionists of America, Britain or France, but by the 
Nazis. We loathe the process of forcible conquest 
by means of which the states of Western Europe, 
including the great state of France, are being 
merged. We detest the ideas and ideals which are 
being imposed on the resultant Union. We have 
rightly decided to fight to the last rather than be 
forced, a new vassal, into that Nazi Union. But 
all this should not blind us to the fact that the 
Nazis are setting up a Union which, if it endures, 
will have many of the advantages claimed by 
Mr. Streit and his friends for their Federal Union. 
No doubt it would have been much better for 
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us if the Western Democracies had merged volun¬ 
tarily, and so set up a union under British- 
French or American-British-French domina¬ 
tion. But they did not and would not. So now 
they are being forcibly federated under Nazi 
domination. No doubt Nazi domination is much 
more ruthless and violent than our domination 
would have been. But is it not clear from the 
above citations from Federal Unionists themselves 
that the union which they would have set up would 
have been, in one basic respect, of the same character 
as the union which the Nazis are even now setting 
up? It might, in my opinion it would, have been 
very preferable in some respects. But it, too, 
would have been a union of capitalist empires, 
effected by the domination, and in the last resort 
virtual absorption, of the weaker states by the 
stronger. 

The practical importance of a realisation of 
these facts today is that the peoples of the Western 
European states which the Nazis have absorbed 
into their Union are not very likely to rise in 
desperate revolt—in order to be absorbed into our 
union. They might have preferred that the 
fortunes of war on the European continent had been 
different. No doubt a majority of them would 
have preferred it. But as between being gently 
eaten from the West and ruthlessly eaten from the 
East their preference can hardly be of the stuff 
upon which desperate resolves are founded. On 
the other hand, as Federal Unionists themselves 
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point out, the other announced aim of the British 
Government—namely, the “ freeing ” of the con¬ 
quered nations of Europe, in the sense of the 
restoration of their unrestricted national sovereignty 
—is a still less inspiring proposal. For what this 
really means in practice is the restoration of the 
fragmentary, Balkanised Europe of the twenty 
years between the wars. Such a restoration would 
mean wretchedness in peace and the inevitable 
return of war. 

Is it not clear that there is no possibility of hope 
along these lines ? Neither the maintenance or 
restoration of a number of independent capitalist 
states and empires, nor their fusion into one or 
more vast Unions of capitalist empires, offers 
mankind anything which we can either fight for 
or live for. The way out lies through a transforma¬ 
tion in the character, in the very economic and social 
structures, of the states and empires of our world. 

The second consideration relevant to the ideal 
of a union or merger of Imperialist states and 
empires is historical. The thing has been done 
before. Once in the past the whole known world 
was brought under one government, and, more¬ 
over, it was brought under a government which 
in one respect had the same structure as the proposed 
Federal Government. Its citizens, that is to say, 
were ranked in three great classes. There was a 
ruling class which owned the factories, mines and 
fields (fields were by far the most important thing 
in those days); there was a class of free citizens, 
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who owned little or nothing themselves, but took 
some part in the public life of the state and derived 
a good deal of benefit from the wealth of the state; 
and there was a third class, a class of slaves who 
neither owned the wealth of the community nor 
took any part in its public life (who had, that is to 
say, neither political nor economic rights nor 
liberties), but on whose labour the other two classes 
lived.* The peace which was established by this 
world Federal Empire was called the Pax Romana. 
It was the peace of the Caesars. For some centuries 
this peace endured, unbroken by really large-scale 
war within the then known world. 

It is worth remembering what were the effects 
of that peace. It is a commonplace that im¬ 
mediately after the establishment of this Roman 
Federal Empire the highest fruits of civilisation 
began to decay. Roman art and literature dried 
up. Scientific thought stopped dead in its tracks 
and made little further progress for some fifteen 
centuries. At first economic stability and the 
standard of life were maintained and even raised 
somewhat; but gradually these, too, began to 
decline. After some centuries the material, the 
mental and moral standards of all three of the 
fundamental classes of the Empire had declined so 
far that, as we all know, the Pax Romana began 
to turn into the dark ages. A world peace 
founded upon the Imperialist basis ultimately 

* The status of these three classes varied widely from time 
to time. But this was the broad general pattern. 



42 FEDERALISM OR SOCIALISM? 

resulted, in a word, in the greatest breakdown 
of human civilisation that the world has ever 
seen. It is just worth recalling this example 
in order to bear in mind that the wrong sort of 
world peace, even if it can be established, can be 
a peace of death. In Chapter Three we shall 
examine in detail what it is which makes this sort 
of peace, a peace of despair and death. 



Chapter Two: FEDERAL UNION IN 
MODERATION 

Union Without America? 

It has been necessary to state, and to envisage 
clearly, the major, unmodified claim of Federal 
Union, as put forward by Mr. Streit and the other 
original spokesmen of the movement. It is equally 
necessary to realise that this is not, in this country 
today, the most important version of Federal Union. 
Indeed, many British Federal Unionists will no 
doubt react to the foregoing pages by asserting that 
whatever Messrs. Streit and Curry may have said, 
all this sort of thing has little or nothing to do with 
the “ practical ” proposals which they support. 
Another, and what we might call modified and 
limited version of Federal Union is fairly rapidly 
coming into existence. This version, while it can 
make no claim to the grandeurs that, at first sight, 
genuinely inspire us at the vision of world federation, 
is (or rather was) very much more what people call 
“ practical politics ”, 

The literature of the second version of Federal 
Union is rapidly growing in Britain. This litera¬ 
ture, while referring to Streit’s original work, does 
not follow him by any means so closely as does Curry. 
Indeed, many of its writers criticise “ Streitism ” 
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quite sharply. Two representative volumes of this 
literature are Federal Union , a symposium edited by 
M. Chaning Pearce (Cape, iol 6 d.), and A Federa¬ 
tion for Western Europe by W. Ivor Jennings (Cam¬ 
bridge University Press, 3L 6 d.). 

This second and modified version of Federal Union 
is generally and loosely organised in a “ movement ” 
by a society called Federal Union, with headquarters 
at 44 Gordon Square, London, W.C.i. These 
British Federal Unionists tend to envisage (Mr. 
Jennings does so specifically, for instance) a union 
of the Western European states without America. 
But their main common characteristic is a far greater 
vagueness, or flexibility—whichever you like to 
call it—as against the Streit-Curry pioneers. 
Many of the contributors to the symposium Federal 
Union point out, for example, important difficulties 
in the Streit schemes. Thus, Professor Keeton 
considers Streit’s straightforwardly Imperialist idea 
of making India a colony of the Federation utterly 
impracticable in view of the strength of Indian 
nationalism. On the other hand, he is not willing 
to have India and China in as equal partners of 
the Federation, because in that case they could 
outvote all the others in electing the Federal 
Government. Yet, he writes, if they are left outside 
they will form a rival Federation under either 
Russia or Japan, and their exclusion will thus 
lead to a super world war. It is characteristic 
of the writers in this Symposium that Professor 
Keeton simply makes these points as “ difficulties ” 
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that have to be overcome in some unspecified 
way. 

Again, Professor Lionel Robbins discusses (and 
however much one may disagree with him, this 
paper is on a different intellectual level from most 
of the other contributions) many of the obvious 
economic issues which have been mentioned in 
the previous chapter, and he does propose, at any 
rate, various methods for dealing with them. 

Mr. Ivor Jennings, working with the assistance of 
various committees of experts gathered by the 
Federal Union organisation, has published one of 
the most detailed and fully worked out of these 
schemes for a more limited type of Union, in his 
aforementioned A Federation for Western Europe 
(Cambridge University Press, 3 s. 6 d.). Mr. 
Jennings’ scheme excludes the United States but 
includes “ a democratic Germany ”. This really 
means that it was based upon the assumption of an 
Anglo-French victory over Nazi Germany, unaided 
by the United States, or at any rate aided so little 
that the United States did not find itself in a domi¬ 
nant position in Europe, and yet a victory so complete 
that all Europe, including Germany, could be 
moulded to the will of the supporters of democratic 
capitalism, and the Soviet Union totally excluded 
from the settlement. 

Many readers will consider this assumption to 
have become so unreal that they will feel little 
further interest in Mr. Jennings’ proposals. But it 
is important to realise that this is the assumption 
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which underlies proposals for this modified, ex¬ 
clusively Western European, type of Federation. 
For when that is realised we shall come to see 
that this new, British type of “ Federal Union in 
moderation ” is in many respects not more, but 
less, realistic than the Streit-Curry vision. How¬ 
ever, we may briefly set down Mr. Jennings’ main 
proposals. 

Mr. Jennings feels the primacy of the Imperial, 
colonial issue and devotes much attention to it. 
He evolves a curious proposal under which the 
colonies of the member states are to be semi-pooled. 
The sovereignty over non-self-goveming colonies is 
in general to remain in the hands of the member 
state which owns them when it enters the Federation 
(viz., Belgium the Congo, Britain the West Indies), 
but the Federal Government is to have power to 
prevent any member state from erecting Colonial 
preferences against any other. Any state may 
voluntarily transfer its colonies to the Federal 
authority. The Federal authority will have certain 
powers of “ disallowance ” over colonial legislation 
passed by any member state, and is to be responsible 
for the defence of the colonies. There is to be a 
Federal “ Colonial Commission ” which is to exer¬ 
cise the power of disallowance. 

Mr. Jennings then passes on to elaborate a specific 
Federal Constitution. He rejects the American, 
or presidential, system in favour of the British, 
or parliamentary, system. The President of the 
Federation will have the powers of the French 
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rather than of the American President, that is to 
say. His legislature is to have two Houses, a 
directly elected People’s House, and a States House 
(corresponding to the American Senate) elected by 
the legislatures of the member states. In general, 
Mr. Jennings whittles down the powers to be 
transferred to the Federal Government as compared 
to the Streit-Curry proposals. He stresses that the 
British Empire would remain fully in existence, and 
that if some units of it—say a Dominion—did not 
join the Federation, the King would remain the 
sovereign of that non-Federated Dominion. After 
much discussion he submits two drafts of his con¬ 
stitution, the one giving the Federal authority real 
powers to regulate inter-State commerce, on the 
pattern of the powers enjoyed by the American 
Government, another omitting such powers. On 
the crucial question of the armed forces Mr. Jen¬ 
nings does, however, propose a downright transfer 
of control to the Federal authority. 

The main observation that these and many other 
ingenious compromises proposed by Mr. Jennings 
provoke is this. If the transfer of armed power to the 
Federal authority is genuine and complete, then the 
transfer of all vital economic and other powers from 
the member States will inevitably follow, whatever 
the constitution says. In that case a real Federation 
will be built up, just as a real Federation has been 
built up in North America. The functions of the 
member Governments would shrink to those minor 
functions exercised by the American States today. 
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The Federation would approach steadily to the 
condition of a genuine unified state, extinguishing 
national sovereignties, just as the American Federal 
State has done. On the other hand, if the transfer 
of armed power was not genuine and complete, 
then the vital economic powers (over trade, money, 
migration, etc.) would not and could not be trans¬ 
ferred either, and the Federation would fall to bits. 
For the truth is that real power—the ability to 
exercise coercive force—must be coextensive with 
the main, basic economic powers. This one re¬ 
flection does much to lessen the interest which 
we can feel in many of Mr. Jennings’ exact 
proposals. 

On the other hand, it would be wrong to suggest 
that these schemes were, when they were first pro¬ 
posed, mere academic musings. In the early 
months of the war some such scheme of control for 
Western Europe became, it is hardly too much to 
say, a sort of unofficial Allied War aim. Official 
spokesmen began to talk on the following lines. 
The exigencies of the war have driven the British 
and French states, or rather Empires, to amalgamate 
to a considerable extent. An Allied Supreme War 
Council is in existence. General Gamelin (sic) is in 
command of a mixed British and French Army. A 
British Air Marshal is in command of a mixed Air 
Force. Have we not here the actual practical 
nucleus of a new Federal State? 

The Times in its well-known editorial of Novem¬ 
ber 3, 1939, thus described the situation: 
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“We have in being today, in the Supreme 
Council and the inter-Allied High Command, a 
standing organ of government with a powerful 
influence over two distinct sovereign States and a 
combination of armed forces under unified con¬ 
trol. If by common consent these arrangements 
could be kept functioning after the war it would 
only be necessary to add to the Supreme Council 
representatives of other States, and to add to the 
armed forces contingents from ex-neutral and 
ex-enemy countries in order to have an inter¬ 
national organ of government with an inter¬ 
national police force at its disposal.” 

The colonies of a modified Federal Union built 
up in this way would be pooled, The Times con¬ 
tinues, to a modified extent. 

“ Colonies, while keeping their valuable exist¬ 
ing ties of loyalty, might benefit from pooled 
resources through the creation of international 
technical and economic services backed by an 
international grant-in-aid system.” 

In the same way, The Times implies, it might not 
be a question of Mr. Streit’s rather “ crude ” 
(“ rather American, you know ”) theory of simply 
smashing down the tariff barriers between the 
Federal States. The economic policy of the British- 
French Federation, as we might call it, might, 
The Times in 1939 was suggesting, run on these 
lines: 
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“ Much progress has lately been made in 
establishing successful international commodity 
schemes, which form instruments of orderly 
development but are also powerful economic 
weapons. Steel, tin, zinc, aluminium, rubber, 
sugar, tea, meat, and other vital products are 
already under some form of international con¬ 
trol. . . . These schemes, still tentative and 
piecemeal, have enormous latent possibilities.” 

(In Chapter Four we shall survey the real character 
and effects of these schemes to which The Times 
refers so approvingly.) Moreover, the international 
authority, growing up round the British-French 
Supreme War Council, with its international armed 
force, would know how to prevent a breakdown of 
these international commodity schemes, cartels, 
etc., for there would be: 

“ The provision of means whereby the inter¬ 
national community can protect itself against 
harmful economic policies on the part of its 
members ”. 

Here we begin to glimpse something which no 
one can say was pure fantasy-building. Let us 
blurt out the essence of the real issue in a few 
sentences. Streit’s Federation would, in fact, 
amount to the American domination of the world. 
Unquestionably there is something majestic in the 
proposal (in the same sense that the later Roman 
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Empire was majestic). But this American version 
of Federal Union is, in spite of real tendencies 
working in that direction, fairly remote from present- 
day practical politics. When one thinks of the 
immense revolution in American opinion, including 
American capitalist opinion, which would be 
needed, evep for America to attempt world domina¬ 
tion on these lines; when one then envisages the 
passionate resistance of British, French and every 
other capitalist opinion to such domination, one 
sees how remote the proposal is. There was nothing 
remote, however, in 1939 when it was made, about 
the British-French- Times- Allied-War-Aims version 
of Federal Union. The United States were being 
quietly dropped out of the picture. The name of 
Federal Union was being gently annexed to a 
structure of political, economic and military force 
which was actually being built up at that time. It 
is undeniable that if Britain and France could have 
won the war outright, and if, either during or after 
that war, the neutral and defeated states had been 
willing to send their representatives to enlarge the 
present Allied War Council, just such an organisa¬ 
tion as The Times has sketched might have come 
into being. 

But, if this British-French, war-aims version of 
Federal Union appeared at one time possible, was 
it desirable? What, if anything, was Wrong with 
this vision of a Europe (with all Africa and much 
of Asia as its colony) run by the late inter-Allied 
War Council, to which representatives of the small 
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neutrals, and ultimately of a subjugated Germany, 
were to have been added; the colonies of which 
were to have been semi-pooled; and the economic 
life of which was to have been dominated by inter¬ 
national cartels and control schemes? The first 
thing which proved wrong about this idea was 
that the German people, under Nazi leadership, 
were willing to fight with the utmost resolution to 
prevent it being carried out. This may, or may not, 
have been very wicked and mistaken of them, but 
we should face the fact that there were, for example, 
millions of Germans who were by no means sup¬ 
porters of the Nazi Government, who yet, when 
faced by the prospect of the conquest of Germany 
and the setting up of this type of Allied regime for 
Europe, stifled all their hatred of Nazi tyranny 
and were prepared to follow Hitler literally through 
any sufferings in order to prevent their country’s 
subjugation for these purposes. For to them such 
a scheme as this seemed to be a proposal, not 
merely for another Treaty of Versailles, but for a 
Treaty of Versailles so incomparably more drastic, 
more rigid and more impossible to alter, that they 
felt that the most desperate life-and-death struggle 
had to be undertaken to avoid it. In the same 
way, again rightly or wrongly, the Soviet Union, 
I have little doubt, took the view that it was a 
life-and-death matter for the existence of the first 
socialist society in the world to prevent, if neces¬ 
sary by support of Germany, the coming into 
being of this kind of British-French Federal Union. 
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For the Soviet Union was almost certainly con¬ 
vinced that a Europe, federated round the Allied 
Supreme War Council, with its economy managed 
by the great trusts and cartels, with its armed 
forces controlled by British and French Generals, 
Admirals and Air Marshals, and with a subjugated 
Germany’s resources at its disposal, would have 
been, in fact, if not in name, the alliance of world 
capitalism for the suppression of socialism at home 
and abroad. 

Today (July 1940) all this is ancient history. 
There*is no Allied Supreme War Council, and this 
whole version of Federation has gone with the 
wind. Surely our eyes must be opened at last to 
the fact that there are now only two forms of union 
which are in the least likely to be brought into 
existence ? The one is the union which would be 
achieved by the Nazi conquest of all Western 
Europe, including the British Isles. That we mean 
to prevent. The other is that form of union that 
may come into existence in an ad hoc union formed 
specifically for self-defence by those States which 
successfully resist the Nazi assault, or which ulti¬ 
mately succeed in escaping from Nazi domination. 
It is quite possible to envisage the partial merging, 
under pressure as it were, of those States which the 
Nazis ultimately fail to dominate. 

For if we are to survive, it must be in common. 
If we are to survive, we must certainly jettison such 
foolishness as conceptions of absolute national 
sovereignty. But how much more than that must 
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we jettison also! The truth is that such states as 
Britain is today cannot survive. It is only if they 
show the capacity to transform their very natures— 
to cease to be parasitical Empires and to become 
self-supporting, and no doubt mutually-supporting, 
people’s states, with the capacity and energy to 
organise their own economic life—that they can 
beat off the assault. 

But for that task the inner transformation of our 
communities is the essential thing. Their closer 
mutual relations, including their amalgamations in 
suitable cases, will be accomplished easily, ^if and 
when that inner transformation takes place. It is 
the profound and disastrous error of Federal 
Unionists to concentrate their attention upon the 
wrong aspect of the problem. 


The Example of the League 

By attempting to lead the British and French 
peoples back to a new domination of Europe, instead 
of to the attempt to gain their own freedom by trans¬ 
forming their own communities, Federal Unionists 
were throughout the winter of 1939 giving counsels 
of destruction. After all, we have been down that 
road already. And it did lead to destruction and 
disaster. For is it not clear that the limited, 
British-French version of Federal Union which 
was being put forward, was merely the up-to-date 
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substitute for the League of Nations? Now, the 
League of Nations, for a time after the last war, 
was the organisation through which Britain and 
France exercised an overlordship in Europe. Thus 
it is perfectly correct to claim that this limited 
Anglo-French form of Federal Union was proposed 
to fill the role after this war which the League of 
Nations filled after the last. This form of Federal 
Union would have been the instrument through 
which Britain and France would have ruled 
Europe. 

“ Well,” some readers may say, “ is not that 
better than that Hitler should rule Europe? We 
would far rather, however much we may dislike 
and distrust the British and French Capitalist 
Governments, that our part of the world should 
be ruled by them than by Hitler.” So would I. 
But why should we be ruled by either? Nor is it 
a question of these two being the practical alterna¬ 
tives, so that only foolish idealists can reject the 
rule of both. We now know that the British- 
French attempt to dominate Europe was one of 
the most impracticable attempts ever made—even 
if it can hardly be called impracticable idealism. 
Hitler’s attempt to dominate Europe turned out, 
on the other hand, to be highly practical. And 
yet we are determined, and in my opinion we are 
a thousand times right to be determined, that it 
too shall not finally succeed. Yet again, can any¬ 
one suppose that a renewed attempt by Britain 
alone, if and when she has succeeded in preserving 
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her own independence by repulsing the Nazi 
assault, to dominate Europe, will lead to anything 
except endless and ever more desolating war ? 
Hence, the really practical, sane decision which 
we can arrive at is, while resisting with all our 
strength the Nazi attempt to dominate the world, 
to work, not for alternative British domination, but 
for a transformation of the character of Britain, 
till she becomes, what she is not, a community 
capable of co-operation instead of domination. 

However, once we have realised that Federal 
Union, in its second, 1939, Allied War Aims form 
was a proposed substitute for the League of Nations, 
we shall understand why Federal Unionists devote 
much of their time to explaining why the League 
of Nations failed. In essence, they all give one 
simple explanation. The League of Nations failed, 
Federal Unionists allege, because the states which 
were members of it did not surrender their national 
sovereignty. If only these states had formed a genuine 
federation, involving a loss of national sovereignty, 
instead of a League, all would have been well. 
World peace would have been established in the 
nineteen-twenties. Perhaps enough has already 
been said to give a hint of how extremely super¬ 
ficial is this reasoning. An examination of the 
actual historical facts of how and why the League 
of Nations broke up will immediately show us that 
it was not in the least a question of the exact 
words written into the Covenant of the League, 
and whether these words did or did not sufficiently 



federal union in moderation 57 

i ^strict the national sovereignties of the member 
states. As a matter of fact, several of the articles 
of the Covenant (the famous Article ib, for ex¬ 
ample) did, on paper, decisively restrict the 
sovereignty of the member states in the vital matter 
of peace and war. The member states could have 
perfectly well worked the League as an organisa¬ 
tion for enforcing peace if they had wished to do 
so, under the Covenant as it was, or indeed with a 
far looser Covenant. No degree of tightening of the 
bonds between the member states could possibly 
have caused these states to keep the peace if they 
had not wanted to. 

The next chapter is an examination of why and 
how in fact the League of Nations failed and broke 
up. For this will take us back to the real world 
out of the realm of mere speculation. By recollect¬ 
ing how the capitalist Empires did in fact behave 
between 1919 and 1939, and studying that be¬ 
haviour, we shall be able to deduce what is the 
nature of these Empires and how they are always 
bound to behave as long as they retain that nature. 
Thus the story of the failure of the League of 
Nations is exceedingly instructive, but not because, 
as Federal Unionists suppose, it shows that the 
trouble was that national sovereignty was not 
sufficiently restricted. We shall see both what was 
the real character of the League of Nations and, 
through that, we shall begin to see the real character 
of its member states. 

In one respect, however, the realisation of the 
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true character of the League as a British-French 
instrument of domination will make it more diffi¬ 
cult to understand how that League broke up. 
For how can it have been that these two strong 
capitalist Empires, which really had established 
their domination over our part of the world twenty 
years ago, let that domination slip out of their 
hands, and allowed the instrument of their domina¬ 
tion, the League, to be broken to pieces? Here, 
indeed, is a real problem, and the answer to it 
will put us well on the way to understanding the 
nature of the ferocious world in which we live. 



Chapter Three: WHY THE LEAGUE 
FAILED 

The League’s First Phase 

Federal Unionists, I repeat, take the view that 
the League of Nations failed because it did not 
abolish the national sovereignties of its member 
states (Mr. Streit sets out this view on pp. 198-217 
of his book Union Now , for example). If, they imply, 
national sovereignties had been abolished, or suffi¬ 
ciently restricted, the League, which would then 
have become a federation, would have worked, 
even though it had consisted of the same states-, and 
even though these states had retained the same 
economic systems and social structures. 

We cannot here write a history of the League of 
Nations, but we must briefly recount the main stages 
of development through which the League passed. 
The League, let us recollect, was set up as a part 
of the Treaty of Versailles. As originally intended, 
it was to have been not merely a British-French, but 
an American-British-French scheme. In President 
Wilson’s plan America was to be a full member, and 
would, of course, have been the most powerful 
member. Before ever the League was constituted, 
however, the Senate refused to allow America to 
participate. We sometimes forget how narrow was 
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that decision. Substantial forces in America un¬ 
doubtedly desired American membership of the 
League; but, on balance, the dominant interests 
in America came to the conclusion that they wo rid 
best be served by complete American independence. 
The Republican Senators, and the great business 
interests which they represented, took the view, 
apparently, that it would not be possible for America 
to dominate the League if she entered it; that the 
League would, in any case, tend to be an instrument 
of Britain and France; that the now predominantly 
strong American capitalism could best serve its 
world-wide interests by remaining free of any 
obligations, agreements and responsibilities such 
as were embodied in the Covenant of the League— 
that, in short, it would pay America to play a lone 
hand in the world. It is a commonplace that 
that original American non-participation was of 
decisive world importance; but it is not so often 
realised that it was made from exactly the same 
motives as were all the decisions of all the great 
states in regard to the League from the beginning 
of its history to the end. There were many 
occasions on which this or that powerful capitalist 
Empire decided to participate in the League, to 
stimulate its activities, to stress the obligations of 
the Covenant, etc. There were almost as many 
such decisions as there were decisions of the contrary 
character by which Empires decided to withdraw 
from the League, or to refuse to take part in its 
decisions, or to emasculate the obligations of the 
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Covenant, etc. etc. But upon cxmmtkm Vi 
becomes clear that botli these contrary types of 
decisions were taken upon broadly tbe same grounds 
as was the original American decision of non¬ 
participation. They were taken upon the basis 
of the Statesmen who had to make them asking 
themselves: “What do we consider would, on 
balance, best serve our interests? And by interests 
we mean the interests of our capitalist Empire, 
considered as a capitalist Empire.” We shall see 
that the interests of a capitalist Empire may be 
defined as what will maintain or aggrandise the 
organisation embodying the particular economic 
and social structure which we shall study in the 
next chapter. 

We need not linger over the earliest phase of the 
League of Nations as it was finally constituted, in 
the absence of America. Neither Germany nor the 
Soviet Union was a member. Japan did not take 
a very active part in the proceedings, and Italy* 
though she kicked over the traces fairly strongly 
at one time (the occupation of Corfu), on the whole 
respected British-French supremacy. Now, the 
thing to notice about this period of the League 
was that, on the whole, it worked. The League 
settled several minor but dangerous disputes—e.g., 
a war between Bulgaria and Greece which was 
actually beginning. The League worked precisely 
because it was at that time the expression of an un¬ 
challenged British-French rule over Europe. 

It would be instructive, but it would be an 
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extremely lengthy process, to study the first signs 
of the breakdown of this domination. The break¬ 
down began in the obvious way. The two dominant 
partners began to fall out. Britain and France 
began to fall out over the question of whether or 
not the defeated Germany should be admitted to 
the League. In the earliest stage it was France, 
rather than Britain, which exercised a direct rule 
over Europe. This was because her military power 
was predominant. With it she organised, nominally 
within the League, a direct system of military 
alliances with the new, small states which the Treaty 
of Versailles had set up. But this military pre¬ 
dominance of France did not accurately represent 
the real ratio strength between her and Britain. 
Britain was in fact considerably the stronger and 
richer of the two Empires. Hence, the rulers of 
Britain were irked by what appeared to them as an 
unnatural predominance of France in Europe, and 
they turned towards the traditional policy of provid¬ 
ing a counter-weight, and found it in Germany. 
All through the earlier nineteen-twenties Britain 
and France were at loggerheads over the question 
of the treatment of Germany. Britain, on the whole, 
wished to modify the reparation clauses of the 
Treaty of Versailles, to let Germany into the League, 
and generally to allow a controlled recovery of 
German strength. France, on the contrary, wished 
to maintain the intentionally impossible reparation 
clauses, and to keep Germany prostrate by the 
invasion of the Ruhr, etc. etc. Moreover, already 
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at this period a theme which ten years later will 
come to dominate the whole world scene becomes 
important. The British began to argue that if 
you treated Germany too hardly—that if you did 
not allow some measure, at any rate, of recovery 
for German capitalism—you would kill German 
capitalism altogether and produce a socialist 
Germany; and then where would you be ? 

It would be untrue to say, however, that this 
early struggle between Britain and France ever 
reached breaking-point. By the second half of the 
nineteen-twenties Britain’s real predominance in 
strength was beginning to tell. France reluctantly 
began to give way. The Treaty of Locarno, giving 
Germany a new status in Europe, was signed. 
Germany was brought into the League. The most 
impossible elements of the reparations settlement 
were greatly modified. Vast loans to Germany 
were provided. By the end of the decade what 
appeared to be a well-controlled, but yet substantial, 
revival of German capitalism had been achieved 
by the British. And this had been achieved, on the 
whole, without any real breach with France. The 
League of Nations seemed to be not only intact, 
but to have been greatly strengthened by the 
inclusion of Germany. 


The Decade of Breakdown 

We must now turn to the second period of the 
history of the League: the period of the failure, 
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breakdown and final destruction of the League of 
Nations—the decade of 1929-1939. Let us, first of 
all, envisage what has to be accounted for. In 
1929, I repeat, British-French domination of 
Europe appeared not only unchallenged, but un¬ 
challengeable. The dominating partners had, it 
is true, quarrelled, but their quarrel appeared to 
have been resolved, in the sense that a temporary 
French predominance had been gently but firmly 
superseded by a British predominance. The sign 
of this had been the controlled revival of Germany 
and her inclusion, on British insistence, in the 
League as a counter-weight to France. But this 
inclusion of Germany appeared to be a sign of 
strength rather than of weakness for the British- 
French system as a whole. Britain appeared to 
have said to France! “ Now, really, if you nervously 
try to keep Germany quite prostrate you will only 
send her communist. Don’t be so foolishly jittery 
about a revival of German strength. It is perfectly 
possible to allow Germany to become quite tolerably 
prosperous economically, without allowing her to 
become anywhere near a menace to us. That is 
the way to do things. As long as we can mention 
a controlled German revival, kept well in hand, the 
Soviet Union is the only real possible menace to our 
position; and the Soviet Union can be kept wholly 
isolated and impotent. It may, indeed, be possible 
later on to deal forcibly with her, and restore 
capitalism there.” 

In 1929 this British reasoning seemed well- 
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founded. Whatever degree of economic revival had 
been allowed in Germany, no revival, however 
small, of German armaments had been permitted. 
Germany was, from, a military point of view, quite 
impotent. It was evident that it would take years 
to rebuild the great German military machine. 
Such a process of rebuilding could not be concealed. 
If at any time the German capitalists sought to 
rebuild their military machine, they could, it 
seemed, be stopped long before they could come 
near a position from which they could challenge 
Britain and France. (It is relevant to recall, for 
example, that as late as the autumn of 1933 the 
German General Staff is reported to have told 
Hitler that the Polish Army alone could take Berlin 
with the greatest ease.) Italy, it is true, was 
heavily armed, but by herself could not constitute 
any kind of challenge to Britain and France. 
Japan was much stronger, but she was distant, 
and did not appear to be likely to become a 
menace. 

Such was the position in 1929. Let us reflect 
on what it had become by 1939. Italy and Japan 
had both left the League, not, indeed, because the 
League had attempted to do anything effective 
against their aggressions, but because the League 
had dared verbally to censure them. Both had 
absorbed very considerable territories, both had 
increased their armed forces greatly, and both 
were totally independent of, and hostile to, Britain 
and France. But this remarkable change in the 
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position of Italy and Japan was, of course, over¬ 
shadowed by the transformation in the position of 
Germany. By 1939 Germany had become once 
again the most powerful single state in Europe. 
She had carried through without interruption the 
gigantic and unconcealable process of the rebuilding 
of the vast German war machine. She had carried 
out at least four acts of aggression against neigh¬ 
bouring states. She had smashed into tiny pieces 
the French system of alliances with the small states 
of Europe. Hardly a shred was left of the Treaty 
of Versailles. She had occupied the whole of the 
territory of the two principal members of that 
French system, Czecho-Slovakia and Poland. And 
Britain and France were fighting to prevent their 
complete collapse before her immense power. In 
the process the League of Nations had simply dis¬ 
appeared. 

This is what has to be accounted for. In this 
chapter we have to try to account for this, at first 
sight, incredible transformation in the relative 
strengths of Britain and France on the one hand, 
and of Germany on the other, during the ten years 
1929-1939. For, I repeat, this, and nothing else, 
was the process of the breakdown of the League 
of Nations. How can it have been that Britain and 
France, which, in the early stages could have 
arrested the process by lifting a finger, allowed 
this staggering transformation to take place? 
Whether we regard the process as do Federal 
Unionists, in the illusory terms of the breakdown of 
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the League or in terms of the breakdown of the 
British-French domination of Europe, exercised 
partly through the League of Nations (and this is 
the reality), makes little difference in respect of the 
difficulty of accounting for the actual process. 


The Original Breach 

The process of disintegration, as we have noticed, 
began, to a small extent, in the nineteen-twenties, 
because of British-French rivalry. But it was not 
primarily this rivalry which, in the year 1931, 
resulted in the first major breach being made in 
the -British-French, League system. That breach 
was, of course, the League’s toleration of the 
conquest by one League member, Japan, of 
provinces belonging to another League member, 
China. Once that had been done with impunity, 
it was quite clear that the perfectly specific guaran¬ 
tees of mutual help which the states members gave 
each other (under Article 16 of the Covenant in 
particular) meant nothing. It is only remarkable 
that in the end it took no less than seven other 
similar acts of aggression, either by one League 
member upon another, or by an outside state upon 
a’League member, no one of which was effectively 
resisted by the League, finally to destroy the 
system. 

Let us briefly examine the original case of 
tolerated aggression, for it is a pattern of all the 
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others. On September ist, 1931, Japan began 
the occupation of Manchuria. China, naturally, 
applied to the League for help. This was a case in 
which the attitude of Great Britain, in any case by 
now decidedly the senior partner in the British- 
French firm, was more than usually decisive, since 
Britain was both the main naval Power and also 
had the main interests, as they are called, in China. 
The British Government’s attitude, the reader will 
recall, did not immediately become apparent. In 
September and October 1931 it seemed possible that 
Britain would desire to use the League of Nations 
machinery to bring pressure upon Japan. Begin¬ 
ning with November, however, and becoming 
perfectly clear by January 1932, the British Govern¬ 
ment, through the mouth of the new Foreign 
Secretary, Sir John Simon, began to take a line 
which showed that, on the contrary, it was deter¬ 
mined to prevent any pressure being put upon the 
Japanese. This was the more remarkable as during 
the late autumn of that year the most powerful state 
in the world, the state the non-adhesion of which to 
the League system was often given as a reason for 
the impossibility of action—the United States itself 
—began to indicate its desire to have pressure put 
upon the Japanese. In the first few days of the 
year 1932 the American Government sent a stiff 
note to Japan announcing that it refused to recognise 
the Japanese occupation of Manchuria. At the 
same time the American Government suggested, 
both publicly and privately, to the British Govern- 
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ment that they would be glad if the British associated 
themselves with this action. Nevertheless, on 
January nth the British Foreign Office issued a 
communique announcing that the British Government 
had received assurances from Japan that Japan 
would respect the open door in Manchuria—i.e., 
would allow British trade with Manchuria—and 
saw no reason to associate itself with the American 
attitude. It would be tedious to go into the details 
of the subsequent and complex negotiations. 
Suffice it to say that on March 22nd Sir John 
Simon made a speech in the House of Commons in 
which he laid it down as a fixed principle that 
nothing which would antagonise Japan should be 
done. In that month Mr. Stimson, the American 
Secretary of State, was actually in Geneva, having 
gone to the unheard-of length—for an American 
Republican statesman—of attempting direct co¬ 
operation with the League of Nations. In 
December 1932 Sir John Simon made his famous 
speech to the Assembly, in which he argued so 
strongly and so effectively in favour of Japan’s 
attack that the Japanese delegate, Mr. Matsuoka, 
remarked that he had said in half an hour what he 
(Matsuoka) had been trying to tell the Assembly for 
weeks. In February 1933 Mr. Stimson, in despera¬ 
tion, went so far as to send a memorandum to 
Congress actually advocating an arms embargo on 
Japan. In the same month the Foreign Affairs 
Committee of the French Senate unanimously 
passed a resolution calling for an international 
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embargo on Japan. The British reaction was to 
put an embargo on both China and Japan. This 
was a particularly shrewd move, since it injured 
China considerably worse than Japan, and there¬ 
fore forced everyone who was against Japan to call 
off all embargos, which was accordingly done after 
a fortnight. 

The most detailed study of this now ancient 
history would, however, reveal nothing more than 
the simple fact that Great Britain was determined 
not to stop the Japanese occupation of Manchuria, 
and that the United States, on the contrary, was 
anxious to do so. Here, then, we discover the 
complete irrelevance of the Federal Unionists’ view 
that what was wrong with the League of Nations 
was that the association between the member states 
was not tight enough, that if only the Covenant had 
definitely and openly withdrawn national sove¬ 
reignty, instead of merely restricting it, all would 
have been well. For the only Empire which, as it 
happened in this case, wished to prevent the 
Japanese aggression was the United States, which 
was not bound by the Covenant at all. Great 
Britain, on the other hand, which was strictly so 
bound, was determined that nothing should be done 
to stop Japan. We see at a glance that States and 
Empires favoured “ strong ” collective action when 
it suited their interests to do so, and not otherwise; 
that the character of the particular engagements 
which they had or had not entered into had little 
or nothing to do with the matter. 
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As the decade wore on, and as each subsequent 
act of aggression took place, it was found that the 
attitude of the major Empires to any given act of 
aggression had nothing to do with whether they 
were pro-League or anti-League, or, as in this first 
case, whether they were members of the League or 
not. Sometimes one Power really did wish to stop 
an act of aggression—e.g., the United States in the 
case of Manchuria—but then the other Powers did 
not wish to. Or again, on the next major occasion 
—that of the Italian invasion of Abyssinia— 
Britain undoubtedly would have preferred to stop 
the aggression; but in this case France, for very 
important reasons of her own, was determined that 
it should go forward. In the next case—that of 
Spain—it was France who would have liked to do 
something, and it was Britain who was determined 
that nothing should be done. Can we doubt for 
one moment that we are dealing here with entities 
(i.e., the major capitalist Empires) of such a kind 
that they are inherently incapable of conduct other 
than of the sort exhibited here, conduct which is, 
that is to say, self-regarding in the very narrowest 
sense; conduct which shows that such entities are 
incapable of anything more than the most temporary 
degree of mutual co-operation ? Is it not clear that 
they behave like this, not in the least because of the 
particular character of the League or other associa¬ 
tion which is supposed to bind them together, but 
because of their own intrinsic character; because, in 
a word, that is the kind of animals they are! 
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The Big and Dangerous Game 

To return to our primary example, let us examine 
the reasons which caused the British Government in 
I 93 I_I 93 2 ~ I 933 to desire an unhindered Japanese 
conquest of Manchuria. These reasons are nicely 
summed up in a statement made by the then 
British Ambassador to Tokyo, Sir Francis Lindley: 

“ The Japanese had much provocation for 
their actions in Manchukuo. They had driven 
the Russians out and thereby gained rights 
themselves, and the way in which the Chinese 
are undermining these rights exhausted their 
patience and led to their military occupation 
first of Manchuria and later ofJehol. His opinion 
is that they will not advance further in China 
proper. The Chinese were extremely anti- 
foreign and have caused Britain much trouble, 
necessitating the dispatch of many British troops 
to Shanghai ten years ago. At the present time 
they are seeking the friendship of other nations, 
but that is only because they desire allies against 
Japan.” * 

Sir Francis Lindley manages to mention in that 
short paragraph each of the main driving forces 
of British policy. First, he says, “ they have driven 

* Quoted in Inquest on Peace by Vigilantes (Gollancz). 
See this work for a detailed account of the whole of this first 
great breach in the Anglo-French, or League, structure. 
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the Russians out ”. In a word, Japan is an anti- 
Soviet force, and therefore should be encouraged. 
The Chinese were undermining their rights. The 
Chinese were extremely anti-foreign and had 
caused Britain much trouble. In a word, the 
Japanese are an imperialist force, and therefore, 
as against the forces of colonial revolt, represented 
by the Chinese, they deserve encouragement. The 
Japanese will not advance farther in China proper; 
they are, that is to say, a minor imperialist force. 
(This is what Sir Francis Lindley thought!) There¬ 
fore they are not a serious rival to a major im¬ 
perialism such as Britain; therefore they should be 
encouraged. 

It would be easy to multiply quotations showing 
that these were the real impulses and considerations 
which guided British policy. They were delight¬ 
fully summed up by a Conservative back bencher, 
the late Sir Nairne Stewart Sandeman, speaking 
in one of the debates (that of February 27th, 1933), 
in which Sir John Simon specifically laid it down 
as an axiom that no action under the Covenant 
was to be taken to aid China or to hinder Japan. 
Sir Nairne Stewart Sandeman said: 

“ I frankly am pro-Japanese, entirely pro- 
Japanese, because I believe that the Japanese will 
settle the question in Manchuria and settle it 
very quickly, and the less time that is spent in 
settling the row in Manchuria the sooner we shall 
get on to doing trade in China.” 
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And then like a cloud no bigger than a man’s hand, 
a jarring sentence interposed itself in this eulogy of 
Japan: “As far as cotton goods are concerned, I 
hate Japan. ...” There, suddenly, is the other 
side of the picture: the hatred of a possible im¬ 
perialist rival. But at that time, as with Sir 
Francis Lindley, this was a very small thing in the 
minds of the British, far outweighed by the repute 
of Japan as an anti-communist, anti-Soviet, anti¬ 
colonial-nationalist force. 

It is worth while, even today, briefly to recall 
this original test of whether or not, when it came 
to the point, the states forming the League of 
Nations would do the simple, essential thing 
that they had promised they would do—that is, 
support any one of them that was attacked by any 
other. It was seen, clearly and certainly, that they 
would not; that they would only do so if their own 
ordinary interests and prejudices, as they saw them, 
happened to coincide with their pledge under the 
League Covenant. 

Manchuria was, I repeat, merely the first test 
of this rule. The rule was tested seven times more. 
And, I repeat, on the next test, in 1935, as it 
happened it was Britain which genuinely, if rather 
mildly, wished to restrain the aggressor, since her 
interests were, on the whole, menaced by an Italian 
occupation of Abyssinia. This time it was France, 
by now seriously alarmed at the re-emergence of 
German power, which Britain refused to join with 
her in arresting, which was determined not to offend 
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the aggressor. M. Laval, the French Premier, 
went to any lengths to prevent effective sanctions 
being imposed on Italy. Vice versa, in 1936, to 
take another instance at random, when Germany 
remilitarised the Rhineland, in defiance of the 
Treaty of Versailles, it was France which was 
desperately anxious to take action, and it was 
Britain which refused. And so on and so on. 
Nor did the total incapacity of Britain and France, 
who controlled the League, to act together, reveal 
itself only at moments when acts of aggression were 
being committed. Perhaps the most striking feature 
of British policy during this second, declining period 
of the League’s existence is the fact that Britain 
not merely refused to join with France in preventing 
the reappearance of the armed might of German 
imperialism, but gave active and specific assistance 
to 'Germany in re-arming. That assistance found 
official and, as it were, documentary expression 
in the Anglo-German Naval Treaty of 1935, of 
which the most important clause is the permis¬ 
sion given to Germany to rebuild her submarine 
fleet up to a hundred per cent, of the British 
strength. 

Gan we account for this really startling fact (and 
it was merely an example of the general British 
policy) along the lines which, we have seen, had 
hitherto, in the main, guided British policy? 
We have seen that Britain in the nineteen-twenties 
helped Germany to a controlled recovery in order 
to act as a counter-weight to an inconveniently 
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strong France. Here was a simple example of 
the rule that capitalist Empires, from their very 
natures, can only act from the most narrowly 
and strictly self-regarding motives. But can the 
further development of British policy, by which 
Germany was actually helped to rebuild her vast 
war machine, be accounted for by appealing to 
this same rule? Surely this could not be enough 
in itself to account for the almost inconceivable 
fact that during the decade 1929-1939 Great 
Britain actively assisted in the reappearance of 
the armed might of German imperialism? It is, 
of course, a commonplace that the other, and 
predominant, consideration which caused the British 
Government to act in this way was an antagonism 
still deeper than the antagonism of one capitalist 
Empire to another: the antagonism between 
capitalist imperialism as a whole and the Soviet 
Union. Rivalry with French, American and other 
imperialisms could hardly have caused the in¬ 
conceivable recklessness of the British Government 
in restoring Germany to her 1914 strength. The 
blinding class passion under which the British 
Government laboured is the only sufficient ex¬ 
planation of that. The overmastering consideration 
was, undoubtedly, that, on the one hand, the 
alternative to the reappearance, however terrifying, 
of a powerful German imperialism, appeared to be 
the breakdown of capitalism in Germany altogether, 
and on the other, that if German imperialism did 
reappear, its armed might could actually be turned 
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into an immense asset, instead of a menace, by 
being directed as an attacking force against the 
Soviet Union. 

This, in a paragraph, was the “ big and dan¬ 
gerous game ” of British imperialism, to which 
Stalin referred in his March 1939 speech. This was 
the big and dangerous game which led to the 
“ fiasco ” of the German-Soviet pact and the 
isolation of Britain and France in a largely hostile 
world, face to face with a German Imperialism 
more powerful than ever before. 


The Ghost of the League 

Perhaps the above very brief sketch of an 
immensely complex development has been sufficient 
to show the extreme irrelevance to reality of the 
idea that the League of Nations system broke down 
because the ties between the member states em¬ 
bodied in the Covenant were not sufficiently close; 
that if only, “ next time ”, those ties were made 
closer, so that a measure of genuine federation was 
achieved, then all would be well. Is it not perfectly 
clear that, whatever may have been the exact 
causes for each particular failure to prevent the 
seven acts of aggression which together destroyed 
the League, the breakdown of the League itself 
was unquestionably due to the character of the 
states which composed it? The character of those 
states—i.e., the fact that they were capitalist 
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Empires—made the League, in the brief period 
when it was a working reality, into the form of the 
domination of two, momentarily and precariously 
allied, capitalist Empires—Britain and France. 
The subsequent break-up of the League showed 
that such Empires are inherently incapable of 
more than purely ad hoc co-operation with each 
other. Our next task, to which we shall turn in 
the next chapter, will be to show why this is so. 
We will analyse the internal structures, and the 
consequent social dynamics, of capitalist Empires. 
For only so shall we discover why it is that these 
organisms behave as we now see that they do 
behave. 

Before doing so, however, let us add a postscript 
to our review of the life and death of the League. 
After seven aggressions had been tolerated with 
nothing more than verbal protest: after Japan 
had been allowed to conquer Manchuria in 1932; 
after Italy had been allowed to conquer Abyssinia 
in 1935; after Germany and Italy had been allowed, 
indirectly, to conquer Spain between 1936 and 1939, 
after Germany had been allowed to conquer Austria 
in 1938; after Japan had been allowed to attempt 
the conquest of China Proper beginning in 1937; 
after Germany had been allowed to take, first, the 
Sudetenland in 1938 and then the rest of Czecho¬ 
slovakia in 1939, Britain and France, in the August 
of 1939, decided that, if Germany were allowed 
to succeed in her next conquest, which happened 
to be that of Poland, their safety would be too 
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gravely jeopardised. Accordingly, they warned 
Germany that they would, on this occasion, 
carry out the pledges which they had given to 
protect Poland, and when Germany duly started 
her invasion, actually did carry out the British 
pledge of March 1939 to the extent at any rate of 
declaring war on Germany. They did not, how¬ 
ever, even invoke their pledge, which of course 
still stood in theory, to come to Poland’s aid under 
the Covenant of the League of Nations. It seemed 
that, as if by common consent, their seven previous 
violations of that pledge had made even Prime 
Ministers and Foreign Secretaries loath to invoke 
it, and the League was not even informed of the 
fact that its two principal members had gone to 
war. 

It turned out, however, that the League was 
not quite dead. The following December, when 
the Soviet offensive against Finland was launched, 
the League was summoned and the obligation 
of the member states to go to the assistance of 
Finland was duly invoked. The Soviet Union 
was expelled from the League of Nations. Thus 
the League returned, at the very end of its existence, 
almost exactly to what it was at the beginning. 
In 1921 the League consisted of Britain and France, 
surrounded by a swarm of minor states—Italy 
was at that time hardly to be counted as a great 
Power. In its last days the League once more 
consisted of nothing more nor less than the power 
of Britain and France. And because that power 
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was in 1939 only the shadow of what it had been 
twenty years previously, the League also was but 
a shadow. Let us now pass from the mere des¬ 
cription of events to an analysis of their social 
and economic causes. 



Chapter Four: MODERN IMPERIALISM: 
FROM COMPETITION TO MONOPOLY 


What is an Empire? 

The conclusion to which we were driven by our 
description of the ten-year-long process of the break¬ 
up of the League of Nations, and the return of war, 
was that contemporary Empires simply could not 
combine to keep the peace. This—and no question 
of whether the Covenant did or did not sufficiently 
restrict' their sovereignties—was the real reason for 
the return of war. 

But what is an Empire ? What is it in the natures 
of these mighty organisms which we call Japan, 
Britain, the United States, France, Germany, Italy, 
which makes them behave in this way ? What kind 
of animals have we to do with? Evidently, from 
their behaviour, they are wild animals, unable to 
combine except for the very shortest time, in the 
most temporary coalitions, designed for the purpose 
of struggle against another such coalition. Evi¬ 
dently they are narrowly self-regarding animals, 
unable to conceive of any purposes outside their 
own self-preservation and aggrandisement. That 
contemporary Empires are like that does not, 
surely, admit of doubt? But why are they like 
that? 
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Our next task will be to discover the answer to 
this question, and we shall only discover it by a 
careful study of the very structures—of the economic 
and social systems—of these Empires. I am con¬ 
scious that such an investigation will seem a strange 
attempt to many readers. The trouble is not so 
much that such readers will disagree with our 
description of the character and internal structures 
of contemporary Empires, as that they will see no 
point in such an enquiry, at any rate for our purpose 
of discovering what it is that makes these Empires 
go to war. For it is hardly too much to say that, 
to the great majority of men and women, even now, 
Britain is just Britain, and Germany, Germany. 
The possibility of explaining the activities of these 
states from the character of their social and economic 
structures has not occurred to them. They may, 
indeed they cannot fail to, notice that these states 
behave in a particular way, and they frequently 
judge this behaviour as good or bad. But if they 
notice that any particular Empire (usually not their 
own) is behaving badly, they conclude simply that 
the Government, or even the people of this Empire 
are inherently wicked, and imply that there is 
nothing to do about it but to hope for, or to try to 
induce—whether by pamphlets or by bombs—“ a 
change of heart ”. 

It is important, to emphasise that, rightly or 
wrongly, we are here leaving behind us this whole 
approach. We are not attempting to condemn or 
to exalt. Our purpose is to explain, to account for 
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the undeniably remarkable behaviour of the imperial 
organisms which dominate the contemporary world. 
Our enquiry is based upon a conviction that in the 
last resort states and Empires behave as they do 
because they are built in a particular way. Struc¬ 
ture conditions behaviour. Contemporary Empires 
literally cannot behave differently until they have 
been rebuilt differently. To ask them to do so is 
just as futile as to demand that a motor-car should 

fly- 

Now, the first thing to notice about the six major 
contemporary Empires, the recent behaviour of 
which we have had to describe above, is that they 
are capitalist Empires. The term “ capitalist ” is 
not a term of abuse. It is a short, convenient 
method of distinguishing a definite and unmistakable 
social and economic structure. That is to say, we 
call a society “ capitalist ” when it exhibits certain 
well-marked characteristics. A society is capitalist 
when its factories, mines and land are owned by one 
limited class of persons, while the great majority 
of the population can only obtain their livelihoods 
by being employed at wages by this minority of 
capitalists, landlords and other property-owners. 
One can satisfy oneself that this really is a distinct 
and definite kind of society by contrasting it with 
other types of human society which have existed, 
and do exist. For example, there is feudal society, 
in which the means of production—the land (under 
feudalism there are seldom any factories or mines 
worth mentioning)—is controlled rather than owned 
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by one small class of the community, and the rest 
of the population gets its living by working on the 
land, not for wages, but by. living on its own 
products after paying a rent, or other form of 
feudal due, to the feudal overlord. Then there is 
that type of society which the economists call “ small 
commodity production ”, which usually supervenes, 
as a fairly well-marked stage, during the transition 
from feudalism to capitalism proper. Under it the 
land and the small-scale factories and mines which 
characterise this type of society are cut up into very 
numerous small “ holdings ” and are worked and 
owned by the majority of the population. The 
peasant proprietors, yeomen, independent artisans 
and the like are the representative figures of such 
societies. And finally there is socialism, a type of 
society in which the land, the factories and mines 
are owned by the community itself in one or another 
form of public ownership, so that the population 
works for wages, paid in the last resort by them¬ 
selves, as collectively organised in the State. Or 
production is organised by co-operative societies, 
owning particular areas of land or other productive 
units, and dividing the product partly in kind and 
partly in money amongst themselves. 

Now, it is perfectly true that in the real world no 
community is ever purely feudal, purely capitalist 
or purely socialist. It will always, in practice, have 
some degree of mixture in its constitution. But 
that does not prevent it being possible to say, 
almost at a glance, whether any particular country 
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is, for example, feudal, capitalist or socialist. 
Who, for example, could possibly doubt that today 
Great Britain is a capitalist society? There are 
quite substantial feudal remnants about it, and 
there are some examples of public ownership, but 
surely no one could doubt for one second that the 
overwhelmingly predominant economic form under 
which the great majority of the population carry on 
production, and so get their livings, is the capitalist 
form? For the overwhelming majority of the 
population of Britain—something like nine-tenths of 
us—get our livings by working for wages or salaries 
paid us by those who own the factories, mines, 
offices or land in which we work.* Any community 
of which that is true is a capitalist community. It 
is a capitalist community however it manages its 
political life, whether it is a monarchy or a republic, 
whether it is a parliamentary democracy such as 
Britain, or a Party dictatorship such as Germany. 
If it has the above well-defined social and economic 
structure it is a capitalist society, f 

* See census of 1931. 

•f The reader must not suppose that I am suggesting that 
the differences in the political organisation of the various 
capitalist states—e.g., whether they are Parliamentary de¬ 
mocracies, or party dictatorships—are unimportant. On the 
contrary, I happen to think that, for example, the difference 
between Great Britain and Nazi Germany at the present 
time is amply sufficient to warrant our fighting to the last to 
prevent ourselves being subjugated by Nazi Germany. All 
that I am here asserting is that all these States organise their 
economic life in the manner which is commonly called 
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Monopoly Capitalism 

But all this is not to say that all capitalist societies 
are exactly alike. On the contrary, a closer study 
of capitalism has conclusively revealed that there 
may be great differences between different capitalist 
countries, at the same time, and the same capitalist 
country at different stages in its development. 
In particular, it is now generally accepted that a 
capitalist country can be in one or other of the 
two main stages through which every such society 
passes. We may call these two main stages (i) 
the competitive stage, and (2) the monopoly, or 
imperialist, stage. Moreover, we shall find that 
the most important characteristic of the existing 
Empires, the behaviour of which we have been 
observing, is that, not only are they capitalist, but 
that they are in the monopoly, or imperialist, stage 
of capitalism. Nor shall we be able to explain their 
conduct until we have seen just what is the character 
of that stage. 

Paradoxically enough, most people today, al¬ 
though they are living in the monopoly stage of 
capitalism, are more familiar with the characteris¬ 
tics of the competitive stage. For this is the stage 

capitalist. (See the concluding chapters of my book A Pro¬ 
gramme for Progress for a detailed account of the Nazi economy, 
which includes many remarkable modifications of capitalism 
as it has hitherto been known, modifications made in the 
interests of strengthening Germany’s power to conquer at all 
costs.) 
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described in all the textbooks, and, indeed, in all the 
popular accounts of what capitalism is and the way 
it works. At one time it really did work in this way. 
It really was true that, about 1850 in Britain, for 
example, every industry in the country was carried 
on by a large number of small or medium-sized 
competing firms. The prices at which goods were 
sold; the amount of the output of particular 
commodities; the success or failure of the firms 
concerned, really were determined by a continuous 
process of competition. The results were by no 
means attractive for the mass of the population. 
But the system worked in this way, and work it 
undoubtedy did. 

Most people realise by now that they are living 
under an economic system which bears no close 
resemblance to this state of things. But not so 
many people have any clear idea of what the change 
is or how it has come about. The original cause of 
the change was undoubtedly to be found in the simple 
process by which the firms , companies and corporations 
engaged in the various industries of the country tended to 
become larger and fewer. There is, of course, not the 
slightest doubt that this has happened. For ex¬ 
ample, if you compare the representative ironworks 
of 1840 with the representative iron and steel con¬ 
cerns of today—the Lancashire Steel Corporation, the 
English Steel Corporation, Richard Thomas, etc.— 
you will observe something like a hundred-fold 
increase in size. Moreover, you will find that, 
whereas a hundred years ago the total output 
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was produced by some hundreds of firms, 70, 
80 or even 90 per cent, of the present far 
larger output is produced by under a dozen 
firms. It is probably unnecessary to labour this 
simple point, or to produce elaborate figures to 
show that what has so obviously happened in iron 
and steel has happened to a lesser, or some¬ 
times to an even greater, extent in all spheres of 
production. 

Nor, of course, is there the slightest doubt about 
what has caused this change to larger and fewer 
productive units. The change is closely bound up 
with technical change. Discoveries, inventions and 
their application have made it cheaper and more 
efficient to produce in large, highly mechanised 
works, utilising great masses of capital and employ¬ 
ing thousands of men. Such great organisations 
can, on the average, and in the long run, undersell 
the small independent works using a small amount 
of capital and employing a small number of men. 
In other words, it is a change in the technique of 
production which is at the bottom of the change in 
economic structure. 

But what has this change in the technique of 
production got to do with a change in the character 
of the economic system, a change leading from 
competition to monopoly? The new technique, I 
repeat, inevitably causes every industry to be con¬ 
ducted by larger and fewer firms. When that 
process has reached a certain point, and the number 
of competing firms has got down to a certain 
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figure, a new situation begins to appear. The few 
remaining large firms in the industry get tired of 
competing with each other. So, instead of com¬ 
peting, they combine; they combine in all sorts of 
different ways, but they combine. Just occasionally, 
as in the case of the chemical industries in Great 
Britain, they combine completely. The largest eats 
up all the smaller ones, and one vast firm becomes, 
in the most strict and literal sense of the word, a 
monopoly. But this is unusual (though another 
example of it is afforded by the Aluminium Cor¬ 
poration of America). Much more usually an 
agreement is struck between the remaining firms 
in the industry. This agreement may be of any 
degree of completeness: it may be a strong and 
permanent bond by which competition is almost 
completely eliminated, as appears to be the case in 
the British steel and cement industries today, for 
example; or it may be an agreement merely to 
limit competition to certain forms. For example, 
there may be an agreement to charge a uniform 
price (cf. the big firms in the petrol combine), but 
the semi-combined firms may continue to compete 
by advertising and in other ways. (This is broadly 
the situation as between the six British Joint Stock 
Banks also.) Such agreements may take the form 
of a definite written document, or may be mere 
understandings. 

A whole new economic literature is growing up 
which seeks to describe the way in which the 
industries of the great capitalist Empires are today 
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organised. When it is a case of one firm absorbing 
all the others, it is possible, of course, to say simply 
that the industry has become a monopoly. But 
when it is a case of two firms surviving, two firms 
which then make a mutual agreement, and thus 
dominate, jointly, the whole industry, the econo¬ 
mists now say that the industry has become a 
duopoly. Again, when an industry remains in the 
hands of, say, a dozen large firms with an agreement 
between them, the industry is said to be an oligopoly. 
(Monopoly means unification; duopoly, a society 
of two; oligopoly a society of a few.) 

This process of the more or less complete fusion 
of the few and large remaining firms of an industry 
is, however, only one way in which great dominating 
organisations, limiting competition and tending to 
eliminate it altogether, are formed. It often happens 
that a vast firm is built up, not within a particular 
industry—as in the case of Imperial Chemicals— 
but out of several industries. An example of this 
form of development, which is often called the 
“ vertical trust ”, is afforded by Vickers, the vast 
British armament firm. This firm began in the 
armament industry, which is a branch of engineer¬ 
ing, but it has become a part of both the coal and 
the iron and steel industries. Thus when the firm 
undertakes the production of, say, a battleship, it 
may be in a position to mine the coal, smelt the 
iron ore, and thus produce itself all the basic raw 
materials out of which it will form the ultimate 
finished product. Again, Unilevers, the vast soap 
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and margarine combine, is an excellent example of 
the vertical trust. Unilever produces soap and 
margarine, but it also grows the palm trees which 
provide the oil, which is the basic raw material, 
upon its own plantation in West Africa (and it also 
runs a whaling fleet for the provision of another of 
its raw materials). These vertical trusts eliminate 
competition, we notice, at another place in the 
economic system. Whereas the combination of 
firms within a given industry eliminates the com¬ 
petitive selling of the products of that industry, a 
vertical trust spreads itself across two or more 
industries, and thus eliminates the competitive 
buying and selling which must otherwise go on 
when one industry buys the product of another— 
i.e., when the iron and steel industry buys coal from 
the coal industry. 


Finance Capital 

It would be a fatal error to suppose, however, 
that this enormous growth of monopoly, and con¬ 
sequent far-reaching elimination of competition, 
has been effected wholly or even mainly by this 
simple process of the merging of competitive pro¬ 
ductive units. There is another, subtler, more 
indirect and, on the whole, more important method 
by which firms have come together. On the 
whole, the most important single influence in 
changing the character of capitalism, in carrying 
the major capitalist states over from the first, or 
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competitive, stage to the second, or monopoly, 
stage, has been the influence of the banks, using 
what is commonly called “ finance capital Now, 
“ finance capital ”, or “ money capital ”, as it is 
frequently called, means capital (it has usually just 
been accumulated) which exists in the form of 
money—capital which has not yet been invested 
in any particular firm or industry. If, for example, 
you owned ten thousand shares in the Rolls-Royce 
Company, apd they paid you a io per cent, 
dividend, you would receive a cheque for £1,000. 
This £ 1,000 would be, precisely, “ money ”, or 
“ finance ” capital. It would remain money or 
finance capital when, as you probably would, you 
took it to your bank and paid it in as a deposit 
standing in your name. It would cease to be 
finance capital if and when you took this -£1,000 
and, writing a cheque on your bank, bought with 
it, say, the shares of a boot and shoe firm, or 
lent it to a firm of builders and contractors to use 
it to build houses. 

Now, banks began life (and they still like to pre¬ 
tend, with blushing modesty, that they retain this 
character) as simple “ waiting-rooms ” or deposi¬ 
tories for money capital—cloakrooms, as one econo¬ 
mist used to call them—in which people who had 
just accumulated some money capital could put it 
while they made up their minds what to invest it 
in next. (The cloakroom simile was never a very 
accurate one, however; for even at a very early 
stage of their development the banks did not leave 
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the money capital deposited with them lying idle, 
as does the attendant of a cloakroom: the banks 
have always themselves made use of the money 
capital left in their hands by depositors, by lending 
it to the State or to producers.) To return to our 
example, if the fortunate and affluent shareholder 
in Rolls-Royce took his £1,000 to the bank and 
deposited it there, the bank would not leave it 
lying idle. Even though he left it for months, or 
even years, lying on deposit at his bank, unable to 
make up his mind to invest it in anything par¬ 
ticular, the bank would lend or invest it for him. 
The bank might, for instance, use such a sum of 
money capital to grant an industrial firm a tem¬ 
porary overdraft which it might require; or it 
might lend it to the Government, by buying 
National Debt; or the bank might actually itself 
invest it in buying the shares of this or that indus¬ 
trial concern. 

Now, how, the reader will ask, can the activities 
of these institutions which we call banks, and which 
appear on examination to be rather simple, humble 
and modest intermediaries between the holders of 
money capital and those who wish to borrow and 
use it, profoundly affect the nature of the economic 
system by driving forward the process of the 
elimination of competition? It would indeed be 
difficult to answer this question were it true that 
the banks have remained (as I repeat they like to 
pretend) organisations even remotely resembling the 
modest intermediaries described above; but they 
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have not. On the contrary, the banks have 
become in many respects, and above all in Great 
Britain, the arbiters of the economic life of the 
community. This is not, indeed, true of any one 
individual bank; but it is true that today the 
banking system as a whole, acting, as in any highly 
developed country it inevitably must, in conjunction 
with the Government, can and does determine the 
whole rate and rhythm at which the productive 
system works. 

This astonishing rise of the banks to a dominating 
role in the economy has been a complex process. 
In the first place (and again this has happened 
most completely in Britain), the above-described 
process, by which units of the economic system 
have got larger and fewer, has been carried through 
more thoroughly in the case of the banks than in 
any other sphere. In Britain today there are some 
twenty-six banks. At all times during the nine¬ 
teenth century there were several hundred. Of 
these twenty-six remaining banks the larger num¬ 
ber—the so-called merchant banks—are almost 
exclusively engaged in foreign-trade transactions 
of a very special kind. In practice there are in 
Britain today only seven banks, making, together 
with the Bank of England, eight institutions alto¬ 
gether, which are engaged in borrowing and lend¬ 
ing money-capital, mainly within the British pro¬ 
ductive system. It is interesting to notice how 
much farther this process of bank monopolisation 
has gone in Britain than in the United States. In 
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1929 there were still 25,000 banks in existence in 
the United States, and in 1933 there were still 
15,000. 

There is no difficulty in imagining the profound 
change in the whole character of banking which 
the reduction in the number of banks from several 
hundred to seven must have had. This is the 
transition from competition to monopoly. When 
there were several hundred independent, com¬ 
peting banks in existence then, undoubtedly, the 
banks had the character of more or less modest 
intermediaries between people having temporarily 
unused savings and those who wished to borrow 
such savings, as has been described above. But 
to suggest that the Midland, Lloyds, Barclays or 
Westminster banks, for example, have this character 
today is wholly misleading. In the essential matter 
of the prices, which they charge (which means, in 
the case of banks, the rates of interest at which 
they lend) the seven remaining British banks do 
not compete. 


The Changing Nature of Money 

But a still more important change than this has 
taken place. This extreme concentration of the 
banking system (which has nowhere been carried 
so far as in Britain—not even, perhaps, in Germany) 
has automatically and inevitably changed the 
whole character of banking and the very nature 
of money. As long as the banks were small, 
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genuinely independent dealers in money-capital, 
a bank could not lend anybody any money until 
and unless somebody had lent (i.e., deposited) 
some money to it. But the banks have discovered 
during the last twenty years, and much to their 
own surprise, that this is no longer true of such 
giant institutions as the British Joint Stock banking 
companies.* These seven great institutions can 
perfectly well lend money to industry, or to any¬ 
one else, without anyone having previously lent 
them anything. In a word, they can, and do, 
lend money which has not come to them from 
anywhere. They can, and do, lend money which 
has originated within the banking system itself: 
they can, and do, lend newly created money. To 
use banking language, in the old days a deposit 
created a bank loan; today it is a bank loan 
which creates a deposit. 

It is the cumulative process of the consolidation 
of the banking system which has caused this 
reversal of cause and effect. This profound effect 
has been produced as the ultimate result of the 
units of the banking system, the individual banks, 
becoming ever fewer and ever larger. When there 
were many hundreds of genuinely independent 
banks it was impossible for any one of them arbi¬ 
trarily to decide to increase the amount of money- 
capital which it was lending. Such money, once 
lent, disappeared, as it were, into the whole 

* Mr. Reginald McKenna was, as a matter of fact, the 
banker who made this discovery. 
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economic system. The lending bank was far too 
small a unit of the system for it to be possible 
even to raise the question of whether the in¬ 
creased supply of money would not come back 
to it by being deposited with it. The money 
wandered off in any of a hundred different direc¬ 
tions, quite outside the ken of the individual lending 
bank. 

Now let us go to the other extreme, and imagine 
that the process of bank monopolisation has been 
carried to its logical conclusion, so that the whole 
of the banking business of the community is being 
carried on by a single vast bank. Is it not clear 
that in this case all monies lent by the bank must 
certainly return to it as a deposit? If today the 
bank increases its loans by £1,000,000, £1,000,000 
will tomorrow, or the day after, flow back to it 
as deposits.* Surely it is clear that a point will 
be reached, somewhere in the course of the process 
by which the banks of a given country become 
fewer and larger, and by which the few large 
banks are linked up into a unified “ banking 
system ”—a point will be reached at which the 
process of bank loans creating bank deposits will 
become inescapably obvious to the bankers? True, 

* We are neglecting for the moment the complication of 
the possibility that money, or money-capital, may leave the 
country^ altogether. But this only amounts to assuming the, 
in principle, normal situation that the “ balance of foreign 
payments ” (as it is called) is level. We are neglecting also 
the other complication that the public may vary the amount 
of currency notes, or, cash, which it habitually holds. 
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a loan made by any one particular bank will not 
necessarily, or probably, return to it as a deposit. 
It is more likely to create deposits in one or more 
of the half-dozen or so remaining other banks. 
But, taking the system as a whole, every loan will 
create a corresponding deposit. Therefore the 
seven or eight remaining banks have only to 
expand their loans simultaneously and in a roughly 
constant proportion to the share of the national 
banking business which they habitually do— 
they have only to keep in step, as it were—for 
them to be sure that their deposits will rise as 
fast as their loans. All this is now an officially 
accepted account of what certainly happens (see 
the Macmillan Report on Banking and Finance, for 
example). 

This capacity to create bank loans and deposits 
means-that an extraordinary power has come into 
the hands of the banking system—the power to create 
money at will, and to any amount. No indi¬ 
vidual joint-stock bank can do this on its own. 
It is even true that the seven joint-stock banks 
acting together cannot do this, should the Bank 
of England forbid them (for by certain laws, rules 
and conventions, into which we need not enter, 
the Bank of England can limit their money-creating 
or credit-creating powers). But the all-important 
fact remains that the seven joint-stock banks, 
acting with the Bank of England (and normally, 
of course, in co-operation with the Government), 
can and do regulate the supply of money, and so 
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of money-capital, in any way they wish. When, 
in Great Britain abandoned the gold stan¬ 

dard, the last obstacle to such conscious control 
of the supply of money and money-capital was 
swept away. This, then, has been the gigantic 
consequence of the process of monopolisation in 
the banking field, carried to the point to which it 
has been carried in Great Britain. Competition 
and automatically working laws of supply and 
demand have been almost wholly eliminated from 
the process of the supply of money and money- 
capital. Therefore that process can only now be 
carried on by means of conscious decisions. This 
is a vitally important change in the character of the 
economic system. 


The Fusion of Finance and Industrial Capital 

I have emphasised this particular consequence, 
in the special sphere of banking, of the general 
process of economic units becoming fewer and 
larger, because its importance is still enormously 
under-estimated. But this is not the most obvious 
and direct way in which the consolidation of the 
banking system, and the consequent mobilisation 
of vast masses of finance capital in a few hands, 
has affected the very nature of the economic 
system. On the contrary, the growth of monopoly 
in the banking and financial sphere has itself had 
profound reactions on the growth of monopoly in 
industry proper. We have seen how contem- 
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porary banks come to make loans to, or invest¬ 
ments in, industries. As and when these banks 
become gigantic organisations, their investments 
in industries become gigantic too. But if you 
invest in a firm on a sufficiently gigantic scale 
you find yourself to be the owner of that firm. 
And the banks have found themselves the owners 
of firms in which they have heavily invested. 
This process has gone farthest in Germany. There, 
even before 1914, the banks had come to own or 
control so many firms in important German 
industries that they found themselves in a position 
largely to dictate the policy of industry. 

Here we see another and most important way 
by which competition comes to be eliminated from 
the whole economic system. A large number of 
genuinely competing firms may remain in that 
industry. These firms may all, indeed, be com¬ 
peting so hard that a good many of them get into 
serious difficulties. But even that may not make 
them turn to each other and attempt to combine. 
On the contrary, they may all begin to apply to 
the bankers for loans to enable them to carry on 
the competitive struggle all the harder. They 
will get that help, but, before they know where 
they are, they will be deeply indebted to the 
banks. And then, lo and behold, one fine morn¬ 
ing they will find that not only they, but also 
their competitors, have come jnto the hands of 
the banks. What the banks will propose is, very 
naturally, that the cut-throat competition, which 
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is endangering the banks’ investments, should 
stop, and that a nice comfortable cartel should 
be arranged between all parties. 

This process of the bank penetration of industry 
did not take place in Great Britain for many 
years on anything like the scale on which it took 
place in Germany. During the past ten years 
it has, however, taken place on a considerable 
scale in Britain. During the great slump of 
1929-1933 the Bank of England, in particular, 
made very substantial investments in certain basic 
British industries which had got into serious 
difficulties. The Bank of England went, for ex¬ 
ample, into steel, cotton and shipbuilding.* Thus 
in Britain also finance capital, banking capital, 
has got an important foothold in these three basic 
industries. Events have shown that the measure 
of control thus obtained by the bank has always 
been exercised in one way. The bank’s policy 
has been to scrap the weaker firms, combine the 
stronger firms into a monopoly or semi-monopoly, 
and so, by putting the industry on to a profitable 
basis, protect its investment. 

Even now, however, the participation of the 
banks in British industry is on a smaller scale 

* Or, rather, it would be truer to say that the Bank of 
England went into, “ not-ship-building ” or “ ship-prevent¬ 
ing ”, as we might call it. For what the Bank of England did 
was to form a company for the dismantling of “ redundant ” 
shipyards, so that the operation of the remaining yards might 
become profitable. 



102 FEDERALISM OR SOCIALISM? 

than it was, and is, in Germany. British indus¬ 
tries are old and long-established, and have had 
vast financial resources of their own out of which 
to finance their development. Indeed, it would 
be as true, and as one-sided, to say that the great 
British banks have got hold of the great Trusts, 
as to say that the great Trusts have got hold of 
the great banks. This latter process has actually 
occurred to some extent. As the industrial mono¬ 
polies, which were described above, were formed— 
monopolies which grew up, as we saw, both within 
and between industries, without any need for 
bank participation—the most successful and power¬ 
ful trusts have themselves reached back, in order 
to obtain a measure of control over the banks. 
On the whole, in Britain, however, it is not the 
case that the banks have bought the industries, or 
that the industries have bought the banks; it is 
rather that there has been a very considerable 
measure of fusion between the two interests. The 
trustified industries and the trustified banks have 
exchanged directors rather than fight out any 
battle for supremacy. But the resulting economic 
construction has eliminated competition to at least 
as great an extent as would have been the case if 
one side or the other had prevailed. 


State Monopolies 

There is still a third route by which monopolies 
come into being. The Government itself may take 
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a hand in the matter. This State intervention may 
be of many kinds, ranging from a compulsory 
scheme by which various firms are forced to come 
to an arrangement amonst themselves (as in the 
cotton industry recently), to the buying out of some 
or all of the existing shareholders and the operation 
of the industry by a public body. It may be 
argued that if the industry is “ nationalised ” com¬ 
pletely in this way, we have here an example, not 
of monopoly capitalism, but of socialism. But if 
the State remains dominated by the owners of 
property, if the particular property-owners who 
were bought out are given the full, or, as in many 
instances, more than the full, value of their old 
shares (as, for example, in the recent nationalisa¬ 
tion of the Civil Air Lines in Britain into a public 
corporation), and if the taxation and general 
financial policy of the Government is designed in 
the interests of the property-owning classes, even 
the buying out of the existing shareholders may 
produce a state of things which has much more 
in common with capitalist monopoly than with 
Socialism. In any case, such a complete buying 
out is exceptional. What is much more usually 
done is what is called “ the compulsory reorganisa¬ 
tion of the industry ”; and this usually means 
nothing more nor less than the use by the largest, 
richest and most important firms in the industry 
of the power of the State to force the smaller and 
weaker firms, which for one reason or another 
they have had difficulty in coercing through their 
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own economic power arid without State help, into 
whatever monopolistic arrangement suits the big 
firms best. It may be an arrangement for scrapping 
redundant plant, for price-fixing, for control of 
raw materials, or it may be a much closer and 
bigger arrangement, for the actual fusion of the 
firms into one big monopoly. Or, yet again, the 
intervention of the Government may be used to 
create a public body, but one which has to pay a 
vast annual toll to the old private share-holders. 
The leading example of this particularly pernicious 
arrangement is the Act under which was set up 
the London Passenger Transport Board. As far as 
the operation and conduct of the industry are 
concerned, London passenger transport has been 
socialised, and is now run by a public body. But 
this public body is forced by law to pay immense 
dividends to the people who had shares in the old 
concerns which were taken over by the Board. 
Thus, these particular capitalists are given a 
statutory right to derive rent, interest and profit 
(surplus value) from the operation of London 
transport. 

Monopoly and Empire 

Here, then, is a brief summing-up of how 
monopoly has grown, and is growing. What we 
are seeking to prove is simply that there can be 
no doubt that monopoly has grown so far as to 
mark an unmistakably new stage in the develop¬ 
ment of the capitalist system. The growth of 
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monopoly has not changed everything in capitalism. 
It has not by any means wholly eliminated com¬ 
petition. Capitalism still remains capitalism. But 
it has produced a system which in important 
particulars is different, and works differently, from 
the highly competitive capitalism of a hundred 
years ago. 

Some readers may, however, protest that they 
do not see what all this has got to do with our 
enquiry. It may be true that our economic 
system has congealed round the trusts, the banks 
and the State in the way that has been described. 
But what has this to do with the behaviour of 
the Empires on the international field ? What 
has this to do with why these Empires go to war? 
Why should a country, the economic system 
of which has gone through this process of evolu¬ 
tion from competition to monopoly, begin to 
behave differently in the international sphere? 
The next chapters are devoted to answering this 
question. Here let us merely notice that it is 
an undoubted historical fact that the whole atti¬ 
tude of capitalist States to overseas possessions 
changes after they have gone through this change 
in the nature of their economic structures. Take 
our own country, for example. The economic 
structure of Britain began the long and complex 
process of transformation away from competition 
and towards monopoly about 1870. And, just 
as we should expect, before that date the attitude 
of the representative spokesmen of capitalist opinion 
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was anti-imperialist to an extent which it is diffi¬ 
cult to remember today. Most people have heard 
of the well-known remark of Disraeli in his younger 
days, that the colonies were “ millstones round our 
necks In this remark Disraeli was merely 

reflecting (as he always took care to do) the repre¬ 
sentative opinion of the period. The dominant 
point of view was that of Cobden, who believed 
that free trade and exchange between the nations 
of the world, without any attempt on the part 
of the stronger of them to possess or dominate 
the weaker, was not only the most moral, but by 
far the most profitable, policy which could be 
pursued. For instance, in 1836, Cobden was 
saying, “ The Colonies, army, navy, and Church 
arc, with the Corn Laws, merely accessories to 
our aristocratic Government. John Bull has his 
work cut out for the next fifty years to purge his 
house of these impurities.” James Mill, a fore¬ 
most theoretician of capitalist opinion, said forth¬ 
rightly that the Empire was a system of out- 
relief for the younger sons of the landowning 
classes. All these opinions reflect the essential, 
and at the time correct, view that immensely 
profitable trade could be done without incurring 
the elaborate and costly overhead charges in¬ 
evitable to even the most successful attempt to 
annex and hold the country with which the trade 
was done. Another of the established “ theoretic¬ 
ians ”, as they would be called today, of the 
British capitalists of the time, Goldwin Smith, 
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published a book in 1863, entitled The Empire. 
In it he set forth the full theory of the uselessness 
for the purpose of profitable trading, on a com¬ 
petitive basis, of the possession by Britain of any 
overseas territories. Nor was this view wholly 
confined to the spokesmen of the British capitalists. 
Bismarck, the founder of modern Germany, was 
saying, as late as 1863, “ All the advantages claimed 
for the mother country are for the most part 
illusions. England is abandoning her colonial 
policy. She finds it too expensive.” Contrast 
this view with the opinion dominant after, say, 
1900, when Mr. Joseph Chamberlain was preach¬ 
ing and practising the doctrine that the prosperity 
of Britain was wholly dependent on the maintenance 
and extension of her Empire; with the period 
during which Mr. Kipling was intoxicating the 
whole country with the creed of imperialism. 
Can there be any doubt that the dominant opinion, 
and as we shall see the world policy, of Britain 
underwent a basic change in its attitude towards 
Imperialism between i860 and 1900? And this 
was precisely the period during which British 
capitalism took its lirst decisive steps away from 
competition and towards monopoly. So far, of 
course, we have only shown that the change of 
opinion and of colonial policy took place at the 
same time as the change in economic structure. 
Now we must examine the question of whether 
the later change was, or was not, the cause of the 
former. 



Chapter Five: MONOPOLY AND THE 
ABOMINATION OF DESOLATION 

The Falling Rate of Profit 

We have been describing the evolution of the 
capitalist system from competition to monopoly. 
We must now look at what is fundamentally 
the same process from rather a different angle. 
We must pay attention to the more financial 
aspect of this same process. We must, in parti¬ 
cular, look into two processes which are usually 
called: (i) the accumulation of capital, and 

(2) the tendency of the rate of profit to fall. 

Now, the accumulation of capital is a simple 
and obvious process. Every profitable concern 
will be likely to accumulate capital—each year, 
that is to say, it makes a profit over and above 
what the shareholders, who own it, use for their 
own livings. Usually, nowadays, a firm accumu¬ 
lates capital by putting a proportion of its profits 
into a reserve account instead of distributing 
them to its shareholders. But, of course, the 
shareholders themselves may do the accumulating 
by saving. They may not spend, that is to say, 
all the money that is distributed to them in divi¬ 
dends. And they may re-invest this saved money 
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either in the business which made it for them or 
in some other business. 

This process of the accumulation of capital 
was originally distinguishable from the process 
by which the typical units carrying on the pro¬ 
ductive process—the factories, mines, banks, etc., 
of the country—were continually getting, as we 
saw, bigger and fewer. For the process of the 
accumulation of capital was already taking place 
when the economic life of the country was still 
being carried on by thousands of small, completely 
independent, competing firms. If these firms were, 
on the average, making a profit (as they were), 
that profit could be, and was to some extent, 
re-invested by the starting up of still more new, 
competitive and independent firms. It was not 
necessarily used to increase the size of the existing 
firms. Therefore the accumulation of capital can 
take place without the number of firms conducting 
the productive process getting fewer and the firms 
bigger. All the same, it is clear that the process 
of the accumulation of capital will sooner or 
later become associated with the other process 
of the growth of the size, and the decrease in the 
number, of the productive units—that other 
process out of which, as we saw, monopoly 
originally came. Moreover, it is clear that the 
accumulation of capital is closely bound up with 
the third process, basic to the others, which we have 
mentioned—namely, the change in the technique 
of production. We noticed that the basic reason 
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why the iron and steel industry, for example, is 
no Jonger carried on by hundreds of little concerns, 
as it was a hundred years ago, is because iron and 
steel are today most economically produced by 
processes which require gigantic, complex and 
costly plant and machinery. Now we see that 
it was only the accumulation of capital on the 
part of the hundreds of little iron and steel firms 
(and other kinds of firms, of course) a hundred 
years ago which made possible the change of 
technique by which the Bessemer process, the 
modern blast-furnace, the rolling-mill, and finally 
the continuous-strip mill, have been installed. 
Equally, to look at the matter the other way 
round, it was the appearance of these tremendous 
new inventions which gave an opportunity for 
the profitable re-investment of the surplus capital 
which was being accumulated by the firms using 
the older technique. 

Now, observe this: capital, if it continues year 
by year to earn a steady rate of profit, accumulates 
at an ever-accelerating rate. It accumulates at 
the rate of compound interest. For example, 
if you have a steel works with a capital of £i 
million, making a profit of 25 per cent, a year, 
and you re-invest your profit each year in 
modernising your works, putting in all the latest 
technical developments, the amount of profit 
you make each year will rapidly grow. The point 
to notice is that the amount of your annual profit 
will grow even if the rate of your profit does not 
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rise at all but remains 25 per cent. Your first 
year you make a profit of a quarter of a million 
pounds. With that quarter million you put in 
your new and up-to-date blast-furnaces or whatever 
it is. But next year, even if your technical develop¬ 
ment does not make your works any more profit¬ 
able and you continue to get no more than your 
original 25 per cent, on your capital, you will 
make a profit of £312,000. For your total capital 
is now £1^ million. Now, if you re-invest this 
£312,000 in still further technical developments 
and extensions, your capital will become £ 1,562,000. 
Thus, even if you go on making no more than 25 
per cent., your next year’s profit will be £390,600. 
In ten years’ time your capital will have become 
£9,312,831, and your profit, at 25 per cent., will 
therefore be £1,862,566. 

Thus, at the end of a decade you will now have 
£1,862,566 to invest annually instead of only 
the quarter of a million which you had to invest 
ten years earlier. And all this gigantic growth 
in the amounts of capital annually accruing 
will have occurred with the rate of profit merely 
remaining the same. 

Now, it is the rate of profit which every capitalist 
regards as his indicator of success or failure. 
For example, the owners of the steel works in our 
example will consider that they are doing neither 
better nor worse than they were doing ten years 
before. Ten years ago, they will feel, they had a 
nice profitable enterprise on which they were 
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getting 25 per cent, on their money, and they 
have the same now. But now, getting 25 per 
cent, means an annual profit and an annual 
re-investment of £1,862,566 instead of a quarter 
of a million. Moreover, let us remember that 
this is merely an example of a process which is 
going on throughout the productive system. Let 
us say that the average rate of profit throughout 
all enterprises of all sorts was, in 1850, 25 per 
cent. Let us suppose that in i860 it is still 25 
per cent. But in that ten years, if the average 
rate of profit has been 25 per cent, each year, the 
total capital of the country will have increased over 
nine times. Therefore the mere earning of this same 
25 per cent, profit will now involve making, and 
then re-investing, over nine times as much profit 
as before. 

Now look at the process from a different point 
of view. Is it not clear that it must sooner or later 
become difficult to find sufficient, and sufficiently 
profitable, new fields in which to invest this ever¬ 
growing torrent of new capital? We have seen 
that if the rate of profit is to be prevented from 
falling it will be necessary (taking the purely 
illustrative figures of our little example) every 
ten years to find equally profitable investments 
for over nine times as much new capital as before. 
Gan it be done? Historical experience shows that 
it cannot. New inventions and processes have 
never provided a sufficient outlet for new capital 
to maintain the rate of profit. We see that there 



ABOMINATION OF DESOLATION 113 

must arise out of the very nature of the develop¬ 
ment of capitalism a tendency for the rate of 
profit to fall. Nothing could be more natural 
and more obvious than that this should be so. 
Is it not just what we should expect that, as more 
and more capital accumulates, the amount of 
profit which each pound of it can command will 
decrease, unless new demands for new capital 
can be discovered as fast as the supply is growing.* 

What, however, is the significance of this ten¬ 
dency of the rate of profit to fall as capital 
accumulates? There will, it is clear, be no diffi¬ 
culty, for a long time at any rate, in finding objects 
of investment which will yield some profit. It 
may be difficult for the owners of our steel works, 

* The reader must not suppose that I am attempting here 
any demonstration of the inevitability of the tendency of the 
rate of profit to fall. In order to do that it is necessary to 
investigate the exact inter-relation of the above-mentioned 
factor of the changing technique of production to the accumu¬ 
lation of capital. The sole adequate instruments for such an 
investigation are Marx’s categories of variable and constant 
capital. But before they can be used, the reader would have 
to become familiar with the Labour theory of value and, in 
general, with Marx’s technique of economic investigation. 
(Any reader who wishes to study these, the basic questions of 
economic science, must go to the volumes of Capital them¬ 
selves. He may find my book The Nature of Capitalist Crisis 
useful as a ground-breaking introduction.) 

On the other hand, I strongly dissent from the view that 
it is impossible to get a general idea of the character of the 
falling tendency of the rate of profit without a study of Marx’s 
categories. Indeed, no capitalist economist of repute has 
ever denied the existence of such a tendency. 
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for example, to go on year after year finding new 
inventions in the steel industry the installation 
of which will provide them with such important 
economies that the annually invested money will 
continue indefinitely to yield 25 per cent. But 
if they are content with a lower rate of return, 
all will be well. If they will re-invest the lump 
of profit which they make each year, even though 
they can now hope to get, say, only a 15, 10, and 
perhaps ultimately only 5 per cent, return by doing 
so, there will be still no difficulty about finding 
objects of investment.* All we have so far seen 
is that, other things being equal, the rate of profit 
which, on the average, investors can expect from 
the re-investment of their ever-growing annual 
surplus must decline as that surplus grows. But 
there is nothing in this that need necessarily cause 
trouble, so long as these surpluses are all still in¬ 
vested in one way or another. If, in a word, the 
capitalists are willing to go on investing the profits 
which they make each year, in spite of the fact 

* Naturally we are again using the steel works merely as 
an example. It is the whole economic system which is really 
in question. And for the whole economic system there 
cannot exist, of course, the obvious alternative which exists 
for the owners of the steel works considered separately—the 
obvious alternative of re-investing their annual profit, not 
in new plant for their steel works, but in some other enter¬ 
prise. Or, rather, for the economic system taken as a whole, 
this alternative can only take the form of foreign investment. 
We shall come to the consequences of that in the next 
chapter. 
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that the rate of the return which they can expect 
to get is slowly but continually tending to drop, 
all will be well, in the sense that the wheels of the 
productive system will continue to revolve at full 
speed. And for a time it may well be that the 
capitalists will be willing to go on re-investing 
in spite of an ever-decreasing rate of return on 
their money. If it is merely a question of the 
re-investment of their annual profits being im¬ 
possible unless the capitalists are willing to see 
the average rate of profit drop gradually from, 
say, 25 to 15 to 10 per cent., it may well be that 
they will go ahead and invest. But is it not 
clear that, sooner or later, as the average rate 
of profit declines, the capitalists will not continue 
to go ahead? A point will come at which they 
will feel that the diminished rate of profit which 
they can expect from still another re-investment 
of their surpluses is simply not worth while. 

Every act of investment involves, of course, 
a certain risk: it involves tying up your money 
so that you cannot get at it quickly and surely. 
If the rate of return which you can expect goes 
below a certain point you may come to prefer 
to keep your money lying by you in one form 
or another, earning nothing, but readily available. 
You will not, if you are a rich man, or, still more, 
if you are a rich corporation, spend your money 
instead of re-investing it. Such an idea will 
never occur to you. You will simply keep it, 
on deposit at the bank, or in some other “ liquid ” 
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(which simply means completely get-at-able) form 
until you can discover some sufficiently profitable 
way of using it. 

But you will not wait passively, either. Idle 
money earns nothing. Therefore you will search 
desperately for new opportunities of investment 
sufficiently profitable to make the tying up of your 
money worth while. You and your associates of 
the capitalist class will set out, in a word, to prevent 
the rate of profit falling so low that you and they do not 
think it worth while to re-invest. 


Economic Murder 

We have now come to the crux of the matter. 
We shall find that the capitalist class will inevitably 
be driven to combat the falling rate of profit by 
means of two separate, but related, methods. 
And we shall find that it is the use of these two 
methods which wrecks the world. We have seen 
that if (and this is the hidden hypothesis upon 
which most of orthodox capitalist economics is 
based) the capitalists would or could tamely 
accept an ever-falling rate of profit, without 
ceasing to re-invest all their surpluses, all would 
be well. The capitalist system would work as 
smoothly as it does in the textbooks. But in actual 
fact the capitalists move heaven and earth to 
prevent the rate of profit from falling, and the 
hellish world as we know it is the result of what 
they do. 
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Broadly, the capitalists do two things. At home 
they form monopolies and abroad they build empires. 
Let us first notice what they do at home. We 
now see that there is an additional and imperative 
reason for the formation of monopolies. The 
formation of monopolies, as we saw in the last 
chapter, is in any case an inevitable consequence 
of the whole development of capitalism. Monopo¬ 
lies are naturally formed as the concerns engaged 
in an industry get bigger and fewer, as the banks 
get control of a number of these firms, and as 
the State is brought in compulsorily to reorganise 
particular industries. The implication behind all 
this was that these monopolies were formed because 
it appeared profitable to the capitalists concerned 
to form them. Now, we see that monopolies 
are formed not merely, nor perhaps even prin¬ 
cipally today, in order to get bigger profits. 
Monopolies are formed above all to prevent the ever- 
continuing fall of the rate of profit. They are formed 
to avert the otherwise remorseless action of competition 
from driving down the profitability of production as 
plenty destroys scarcity value. We now see the typical 
activities of monopolies, as we described them 
above, in another light. Prices are raised not 
only, nor even mainly perhaps today, in a greedy 
attempt to extract more profit. Prices are raised, 
or held up, by the monopolies in a defensive 
struggle to prevent prices falling to a level at which 
production becomes insufficiently profitable for 
the representative capitalists to consider it worth 
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while. For inevitably a point will come, as prices 
and profits drop, when the typical capitalists 
will consider it not worth the risk, first of all to 
invest in starting new firms, and then actually 
to carry on production in some of the least favour¬ 
ably situated existing firms. 

Now, too, we can begin to comprehend more 
fully that that deadly and familiar process by 
which some, probably State-established, or bank- 
supported, monopoly scraps a proportion of the 
capital of an industry, or by which it closes down 
what are called “ redundant ” firms. We see 
that this is a desperate attempt to sustain, or 
restore, the profitability of production to the 
level at which the capitalists will carry it on. 
Or, again, a proportion of the actual consumers’ 
commodities which have been produced in the 
past may be destroyed in order to make the sale 
of the remainder sufficiently profitable. 

The formation of monopoly is, then, not merely 
the expression of the search for higher profits on 
the part of the few and huge firms which have come 
to dominate particular industries. It is, above 
all, a convulsive effort on the part of these firms 
to prevent the pressure, caused by the accumula¬ 
tion of capital, from forcing down the rate of 
profit to what the capitalists consider an unac¬ 
ceptably low level. ■ 

This restrictive, destructive, aspect of the activity 
of the monopolies is one of the two fundamental 
processes by which human civilisation in our 



ABOMINATION OF DESOLATION Iig 

century is being ruined. This assertion may 
appear far-fetched to many readers. Let us look 
at the evidence. It is, clearly, a question of the 
scale on which the monopolies of all kinds have in 
recent years restricted, thwarted and frustrated 
the economic life of the world, in order to attempt 
to maintain what they consider an acceptable 
rate of profit. If it has been merely a case of 
an occasional and temporary restrictive scheme, 
which has stopped the development for a temporary 
period in one, or even in one or two, more or 
less restricted fields of production, then in that case 
the restrictions might be significant and interest¬ 
ing, but it would be wrong to pretend that they 
were ruining civilisation. But when we come to 
examine the evidence, we shall see that the con¬ 
temporary restrictions on production are on a far 
greater scale than this. There is a whole literature 
describing these monopolistic restrictions (see Markets 
and Men by J. W. F. Rowe, for example; also the files 
of the Economist over the past ten years). Perhaps the 
most convenient summary that has been made is that 
contained in Mr. Frank Verulam’s volume Production 
for the People (7 s. 6 d. Left Book Club 2 s. 6 d.). For 
here these schemes are brought together and their 
quantitative effect can be gauged. At the same 
time Mr. Verulam confines his attention almost 
entirely to British schemes, and to international 
restrictions of raw materials which directly affect 
the British consumer. Moreover, amongst such 
British restrictive schemes he describes exclusively 
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those sponsored by the Government, or by the 
Bank of England acting on behalf of the Govern¬ 
ment. Therefore it must on no account be supposed 
that the following summary gives any compre¬ 
hensive account of the total amount of restrictive 
schemes which have strangled the economic life 
of the world in recent years. It would require a 
long volume exclusively devoted to the subject 
to obtain any exact idea of all the restrictive 
schemes which were imposed by the Governments, 
and the monopolies, of the world even in the past 
ten years. 

For instance, we can here do no more than mention 
three important schemes for the actual destruction 
of already produced commodities. Such schemes, 
involving actual physical destruction, are the most 
dramatically and obviously vile of all the measures 
of restriction. Attention has often been called to 
such startling instances as the case of the great 
cargo of one and a half million oranges which, in 
August 1933, was dumped into the sea rather 
than that it should be landed at a British port 
and so help to depress the price of oranges to an 
unprofitable level; to the fairly frequent throwing 
overboard of newly caught cargoes of fish for the 
same reason; to the systematic pouring into the 
River Clyde of the milk given by Irish cattle as 
they are imported into Britain, lest their produce 
should interfere with the carefully preserved 
scarcity of the Milk Marketing Board (see below); 
to the large-scale destruction of cotton, wheat. 
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hogs and other agricultural produce which was the 
very worst feature of the first stage of the American 
New Deal; to that greatest of all such schemes for 
the destruction of commodities which have already 
been produced—namely, the burning, during recent 
years, of enough Brazilian coffee to supply the 
entire world for eighteen months. 

These deeds of destruction do indeed cry to 
heaven against their perpetrators. When we reflect 
on what human toil is like—what work on an 
Alabama cotton-patch or a Brazilian coffee planta¬ 
tion means—these crimes of the deliberate, systematic 
destruction of the products of whole years of work 
of millions of men must move our intenses t anger 
against those who commit them, and, still more, 
against the system of society which forces them to 
do so. For this is economic murder. This is the 
slaughter of the children of men’s hands. Nor 
should we forget for a single moment that this 
economic murder inevitably results in human 
murder. It cannot fail to cause, and has caused, 
the premature deaths of an inestimable number 
of human beings throughout the world. For lack 
of the food, clothing and other necessaries which 
have been deliberately destroyed, an army, un¬ 
known in number, but vast, of men, women and 
children has perished from the earth. When our 
rulers coldly organise the destruction of food, 
clothing and the other things by which men live, 
they destroy life itself, just as surely as they do in 
warfare. 
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But if economic murder—the destruction of 
actually produced commodities—is the most 
dramatic, it is by no means the most important 
of the methods by which the constriction of all 
productive activities is effected by the monopolies. 
In Britain in particular it has had a relatively 
unimportant effect compared to the other method 
by which that indispensable scarcity, which is 
the only begetter of profit, has been maintained. 
That other method is in a sense more drastic, 
if less dramatic, still. Instead of destroying the 
necessaries of life, which human toil has already 
created, steps are taken to prevent those necessities 
from ever being produced. The life-giving labour 
process is arrested before ever it can begin; the 
arm of the smith is stopped above the anvil; the 
pick of the miner is put away to rust; the plough 
is left idle in the furrow. And, worst abomination 
of all, smith, miner and ploughman are left to rot 
upon whatever dole may be provided for them. 
If the process of destruction of already produced 
commodities may fairly be called economic murder, 
this must be called economic contraception. It 
is the systematic thwarting of the life-giving, 
life-sustaining power of men to turn natural 
resources to their use. What crime in all the world 
is more damnable than this ? 

Let us notice first the international restriction 
schemes by means of which the supply of the main 
raw material which Britain must import in order 
to live was, with great difficulty, made scarce and 
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dear. It is true that the British Government and 
the British monopolies were not exclusively con¬ 
cerned in establishing these schemes. But in each 
case they took an important part in their establish¬ 
ment. Each of the schemes is complex, and each 
differs widely in the detailed method of its applica¬ 
tion from the others. But they all exhibit, with 
monotonous regularity, the essential feature of 
so restricting the supply of the basic raw material 
with which they are concerned that its price will 
rise to a point at which production will appear 
to the existing producers to be sufficiently profitable. 
For instance:— 

(1) In August 1933 an international scheme was 
adopted by which all the great wheat-exporting 
countries agreed to cut down their production, 
or in some cases their exports, of wheat, by 15 per 
cent., on condition that the wheat-importing 
countries did not raise their production beyond a 
certain point. 

(2) In 1933 the British and Dutch tea-producers 
came to an agreement by which production was 
cut down by amounts varying between 10 and 20 
per cent. 

(3) In 1931 the “ Chadbourne plan ” for the 
restriction of the production of sugar was adopted. 
It resulted in the production of sugar in the main 
exporting countries being cut down to about 
half of what it had been in 1929. What had 
happened was that biological and other technical 
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discoveries had made the production of cane- 
sugar far cheaper. It had become possible to 
supply the whole world with sugar from the 
plantations of the great tropical sugar-producing 
countries, such as Cuba, Java, Jamaica, etc., in 
quantities and at a cost which would have made 
sugar almost as plentiful as sand, and which 
would yet have given a return to the growers 
which would have immensely raised their standard 
of life. But to do so would have meant both a 
sharp reduction in the rate of profit enjoyed by 
the great interests which dominate the transport 
and supply of sugar, and would also have destroyed 
the artificial and highly subsidised production of 
beet-sugar in the temperate-zone countries. How¬ 
ever, the Chadbourne plan took care of all that. 
(Even so, by 1935 the price of new sugar in British 
ports was 4 s. 6 d. a cwt., while the British Govern¬ 
ment was paying 12r. a cwt. as a subsidy to British 
growers !) 

(4) In the case of coffee the producers do not 
seem to have effected so complete a monopoly. 
But by 1936 a quota scheme of the usual sort, 
restricting production to a point at which demand 
would maintain a certain price, which the pro¬ 
ducers considered was sufficiently profitable, was 
in operation, and has remained in force. 

(5) The production of tin was restricted, by an 
International Restriction Agreement of 1931, to 
a third of the 1929 level. (Production was allowed 
to rise to varying percentages of the 1929 level. 
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owing to armaments demand, in subsequent 
years.) 

(6) The production of rubber is now restricted 
by the “ International Rubber Regulation Com¬ 
mittee ”, a body having Government representa¬ 
tion on it. Production has been restricted to 
from 45 to 90 per cent, of a basic quota in different 
years since 1935. 


We may now turn our attention to more strictly 
British restriction schemes. The three most strik¬ 
ing British schemes have no doubt been those set 
up within British industry by (a) the National 
Shipbuilders’ Security, Ltd., in 1930; ( b) the 
Woolcombers Mutual Association in 1933, and 
(c) the Spindles Board, established by the Cotton¬ 
spinning Industry Act in 1936. For each of these 
schemes involves not merely the holding idle of 
certain productive resources (as in the case of the 
above international schemes), but the deliberate, 
physical destruction of productive resources deemed 
menacing to a sufficiently profitable operation of the 
remainder. (Thus they might in one sense be classed 
in the category of economic murder rather than in 
that of economic contraception.) According to the 
1937 report of the National Shipbuilders’ Security, 
Ltd., this concern had by that date dismantled 
100 shipyards. (As we read, in 1940, the figures 
of the weekly submarine sinkings of merchant 
ships, we may reflect that what is security to ship- 
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builders may be peril to everyone else.) I know of 
no figures showing the extent to which the Wool- 
combers’ Mutual Association has succeeded in 
accomplishing its declared object, which was “ to 
assist the woolcombing industry by the purchase 
and dismantling of redundant and obsolete mills, 
plant and machinery for resale under restrictive 
covenants against their further use for woolcomb¬ 
ing On the other hand, the Spinners’ Board, 
in its second annual report, of November 1938, 
was able to announce that \\ million spindles had 
been scrapped. There are other, and quantita¬ 
tively more important, restrictive schemes in the 
main, basic British industries, which, if they do 
not provide for the scrapping of existing plant, 
are well designed to prevent extensions of the 
productive facilities of the industry. Much the 
most important of these are the twin structures of 
restrictions which have been built up in the great 
coal and steel industries respectively. By a series 
of Acts of Parliament it has been made illegal to 
produce more than a certain, defined quota of 
coal from particular pits. On the other hand, the 
steel industry, under the auspices of the Bank of 
England, and operating behind a barricade erected 
by the Government against foreign competition 
by means of both tariffs and import quotas, has 
been built up into what is, no doubt, the most 
powerful monopoly in the country. It is true 
that owing to the utterly unprecedented demand 
for steel itself, produced first by re-armament and 
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then by war itself, it has been possible to raise both 
the output and the profitability of the steel industry 
very considerably. Yet even in these circum¬ 
stances the restrictive aspects of the monopoly 
quickly became apparent. The British Iron and 
Steel Federation soon made clear its unrelenting 
opposition to anyone who thought of building 
new and more up-to-date plant for the production 
of steel in this country, thus rendering the existing 
plants out of date. In the case of Jarrow, the 
Federation had the satisfaction of scotching the 
scheme altogether. In the case of Ebbw Vale, 
Sir William Firth, since he was already in a com¬ 
manding position at the head of a great steel 
firm (Richard Thomas), was able, after a terrific 
struggle, to erect a modern continuous-strip mill. 
But the Federation was able to step in and gain 
control of the new plant before its completion, 
and ultimately to break Sir William Firth. For he 
had had the temerity actually to propose to produce 
some steel! 

It is in agriculture that the most remarkable 
system for the restriction of production, the raising 
of the prices and the maintenance of profits (though 
on the whole of the profits of the middlemen and 
distributors rather than of the farmers) has been 
established. The production of the following staple 
agricultural products cannot now be undertaken 
except by permission of the appropriate Board 
or other authority, and this permission is not given 
if the increase in production is likely to depress 
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prices: potatoes, bacon, milk, hops. There are, 
in addition, subsidies for the production of wheat 
and meat, which, while no doubt they tend actually 
to encourage home production, are linked with 
tariffs and import quotas in such a way that the 
price of bread and meat is sustained, since it is 
imports which govern the market in these cases. 

The various Acts of Parliament, the schemes set 
up under the provisions of these Acts, and the 
Boards, Councils, Committees, etc., established by 
the schemes, for restricting the production and 
maintaining the price of potatoes, bacon, milk 
and hops are of very considerable complexity. 
No account can be given of them here. But the 
principle on which they work is straightforward 
enough. Only so much of the particular foodstuff 
involved may be produced as can be sold at a price 
which will yield the producers, and above all in 
these particular cases the distributors, a rate of 
profit which they consider adequate. If ever and 
whenever prices begin to fall below such a level 
because of an increasing plenty, production is 
unhesitatingly cut down. For instance, the Potato 
Board cut down the production of potatoes, which 
are the staple foodstuff of the very poorest of the 
poor, from 110,080,000 cwts. to 98,320,000 cwts. 
between 1933 and 1937; and the import of potatoes 
from 15,863,000 cwts. to 2,531,000 cwts. between 
1932 and 1936. Again, the pig population dropped 
from 3,813,000 in 1935 to 3,634,000 in 1937. (And 
let it be remembered these were years of sharply 
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increasing economic activity, when the effective 
demand of the consumers was steadily rising.) 
The case of milk is much more complicated. For 
not one but two prices were established for milk. 
In November 1936, for instance, it was illegal to 
sell milk for human consumption at less than 2s. a 
gallon. But milk could be sold to manufacturers 
with which to make chocolate, cheese, or umbrella 
handles for 6 d. a gallon. Moreover, the profit 
margins allowed to the great milk distributors 
have been steadily widened. These anomalies, 
even within the philosophy of restriction itself, show 
the extraordinary distortions to which the economic 
life of society becomes subject from the tremendous 
pull exercised by the great monopolies. 

But, in the main, the object of the milk scheme has 
been the same as in all the others: restriction of 
production; maintenance of price; sustenance 
of profit. Nor must we forget that these schemes 
for food restriction were maintained right through 
a period during which much more exact evidence 
as to the degree of the malnutrition being suffered 
by the larger part of the British people was being 
published by such authorities as Sir John Orr. 


The Abomination of Desolation 

Criticism, very similar at first sight to the above, 
is not infrequently made of these agricultural 
schemes, and of the restriction schemes of the 
monopolists in general, by many liberal economists, 
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some of whom, as, for example, Professor Lionel 
Robbins, are keen supporters of Federal Union. 
But the implication behind their criticisms is, for the 
most part, that if only these restrictive practices 
had never been inaugurated, or were now aban¬ 
doned, all would be well; that the community’s 
entire productive resources would then be used 
under the existing system of production motived 
by profit. But this is to overlook the whole history 
of how the schemes of restriction came into being. 
It is by no means the case that they were wantonly 
imposed by wicked men on a previously healthy 
economic system which was employing all its 
productive resources. On the contrary, these 
schemes were imposed precisely because production 
was already falling away disastrously, without any 
restriction schemes, under the “ natural ” and 
automatic influence of falling prices and profits. 
Hence it would be much more nearly true (although 
this also would not be exact) to say that the final 
results, under the present economic system, would 
not have been so very different if these restrictive 
schemes had not been imposed. The truth is that 
under an economic system which is utterly de¬ 
pendent on the expectations of profit as its motive 
force, production will in any event be restricted, 
as soon as natural scarcity begins to be overcome 
and potential plenty to appear. Production for 
profit will flag in such circumstances, whether 
or not the restriction is organised by the most 
elaborate scheme, or whether matters are left to 
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the play of the market. For plenty destroys 
profits. And a profitability sufficient to satisfy 
the capitalists is the indispensable condition of 
production under capitalism. Therefore the 
remedy for the restriction of production, which, I 
repeat, is one of the two factors destroying human 
civilisation today, is not that, somehow or other, 
the monopolies shall be persuaded or coerced 
into abandoning their restrictive schemes. In 
itself that would merely restore the conditions of 
the great slump, the conditions of 1932, out of 
which most of the schemes which we have de¬ 
scribed arose. No, the sole possible cure is to 
substitute a new motive for production in the place 
of the expectation of profit. Until and unless pro¬ 
duction is undertaken not because it will yield a 
profit to anyone, but directly to satisfy human 
needs, this abominable restriction of production 
will persist. (We shall take up the positive side 
of the question—to the question of how social pro¬ 
duction for use can be organised—in Chapter IX.) 

Economic stagnation, whether organised con¬ 
sciously by the restriction schemes of the great 
monopolies, or simply lying like a gigantic pall 
over the land, poisons the whole life of the com¬ 
munity. It makes useless, or actually pernicious, 
any endeavour at technical progress. The scientist 
who makes two blades of grass grow where one 
grew before merely succeeds in creating another 
devastated area. All rational endeavour to im¬ 
prove human existence, to raise the standard of life 
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by increasing the productivity of labour, is brought 
to nought and futility. For the effect of every 
labour-saving improvement is not to produce 
more goods with the same amount of labour, but the 
same amount of goods with less labour, and to throw 
the “ saved ” labour into the misery of enforced 
idleness. All hope of social buoyancy, all possibility 
of progress withers and dies under the deadly 
blight of economic stagnation. 

Let us make no mistake about it. People will do 
anything to escape from this horror. They will 
sacrifice any liberty, they will submit to any in¬ 
justice, rather than suffer indefinitely under this 
nightmare. For this is the abomination of desola¬ 
tion. This is the desolation which monopoly 
capitalism is bound by its very nature to create. 

This abomination not only physically devastates 
the lives of the people; it also spreads a mental 
and moral desolation over the representatives 
and spokesmen of the monopoly capitalists them¬ 
selves. The whole psychology of the monopoly 
capitalists and of their representatives goes rotten, 
becomes reactionary in the extreme, since it is now 
forced to regard economic progress, and even 
production itself, as a menace. Mr. Neville 
Chamberlain gave classical expression to this 
detestable attitude of mind towards the end of the 
last great slump, when the crisis of stagnation 
was at its height. In a debate in the House of 
Commons which took place on June 2nd, 1933, he 
said: 



ABOMINATION OF DESOLATION 133 

“ To allow production to go unchecked and 
unregulated in these modern conditions, when 
it could almost at a moment’s notice be increased 
to an almost unlimited extent, is absolute folly.” 

If, however, the strangling of production, by 
means of monopoly, was the only method by which 
the contemporary capitalist class could struggle 
against the falling rate of profit, their position 
must long ago have become impossible. The 
abomination of desolation, which is the result 
of their efforts at home, is, I repeat, the scourge 
which descends upon us in the (relatively) peaceful 
periods of the twentieth century. But monopoly 
capitalism has another and still more important 
method of struggle against the falling rate of profit. 
It has the method of imperialism. There is 
nothing stagnant about a modern Empire engaged 
in a war. The productive capacities of such 
Empires are strained to the uttermost degree,* but 
they are used for destruction, not for construction ; 
for warfare, not for welfare; for death and not for 
life. 

* Yet so almost incredibly profound had the restrictive 
tendencies of the British monopolies become that it took a 
whole year of even the life and death emergency of war before 
the British productive system was permitted to come within 
sight even of capacity operation. 



Chapter Six: MONOPOLY AND THE 
ABOMINATION OF DESTRUCTION 

The Export of Capital 

In order to understand why modern capitalist 
states inevitably turn to imperialism at a certain 
stage of their economic development, we must recall 
how monopoly grew out of the older, competitive 
form of capitalism. 

We saw that the changing technique of production, 
the concentration of production in ever fewer and 
larger firms, the accumulation of capital, and the 
tendency of the rate of profit to fall, were indis¬ 
solubly interconnected processes. No one of these 
developments could have taken place without the 
others. If it had not been for the changing 
technique of production, with its constant application 
of new inventions, there would have been nothing 
sufficiently profitable to do with the accumulating 
capital. Without the ceaseless development of 
new productive technique the rate of profit would 
have come tumbling down at breakneck speed. 
As it was, changing technique never by itself pro¬ 
vided a sufficient opportunity for investment to 
prevent the falling tendency of the rate of profit 
from pressing heavily upon the capitalists. But all 
along there has been another and indispensable 
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outlet for the ever-accumulating capital. When 
capital has been accumulated, you can do something 
else with it as well as re-invest it in home industry. 
You can export it. Without the export of capital 
it would have been utterly impossible to have 
kept the rate of profit at a sufficiently high level to 
have induced the capitalists to carry on the produc¬ 
tive system for at least the past seventy-five years 
in Britain. 

It is, we shall find, upon the basis of the export 
of capital that the many-sided, complex, gigantic 
phenomenon which we call imperialism has been 
built up. In order to understand imperialism 
it is therefore necessary to understand alike the 
necessity to any developed capitalism, and the con¬ 
sequences for the world, of the export of capital. 
We shall therefore approach the whole question 
of imperialism from the angle of the export of capital. 
In so doing we shall simplify, and, from an ideal 
standard, over-simplify, the problem. The export 
of capital is merely the principal basis upon 
which modern imperialism is built. It is by no 
means the one and only “ cause ” of imperialism. 
Imperialism—the tendency to annex or dominate, 
or control, to a greater or lesser extent, the economic 
life of, as great an area of the world as possible— 
is a phenomenon exhibited by capitalist societies 
when they have passed a certain stage of develop¬ 
ment. This tendency springs, in fact, from the 
whole character of capitalism in its monopoly stage. 
And the export of capital is but one characteristic 
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feature of that stage of capitalist development. 
Moreover, as we shall strive to indicate, modem 
imperi alis m has its connections with oldei types of 
imperialism, based upon pre-capitalist economic 
forms, dating from the seventeenth and eighteenth 
centuries; nor, especially in the case of Britain, 
were imperialist tendencies ever completely aban¬ 
doned even during the competitive stage of capital¬ 
ism.* In just the same way the export of capital 
is no isolated phenomenon, but arises naturally 
and inevitably out of the export and import of 
goods and services. Thus the reader must bear in 
mind that the following account, by concentrating 
attention on one feature of the economic basis 
of imperialism—namely, the export of capital— 
is attempting no more than to guide the reader to 
the root of the matter; it is neglecting many in 
themselves important supplementary aspects of the 
question. Still, the export of capital is the root of 
the matter; this is the basis of modern imperialism. 
And so, for the purposes of a first approximation 
to truth at any rate, it is right to concentrate 
upon it. 

The export of capital arises quite naturally from 
the export and import of commodities. In capital¬ 
ism’s young days foreign trade really was mainly 
what it is often supposed to be today—a simple 
exchange of commodities. We sent our coal to 

* In spite of the strong anti-imperialist current which 
dominated, as we have seen, capitalist thinking at the 
time. 
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France, and the French sent us their silks and their 
wines, and everybody was the richer and the happier. 
That was what Mr. Cobden thought and, so far 
as the coal-owners of Durham, the silk manu¬ 
facturers of Lyons, the vintners of Bordeaux, and 
everybody else “ who had a stake in the country 55 
were concerned, it was true. At any rate, there 
was no particular tendency in such transactions for 
Britain to come to dominate France, or for France 
to dominate Britain, still less for the one to annex 
the other. 

The next stage of development occurs when what 
are called “ capital goods ” begin to enter into 
foreign trade to an important extent. Capital 
goods are things like cranes and railway equipment 
and lathes and power-stations, as opposed to wines 
and silk dresses or motor-cars. Capital goods are 
things used to produce other things with, as opposed 
to what are called consumers’ goods, which are 
what we actually use and consume. Now, capital 
goods are expensive, and the people who buy them 
only get the benefit from them after a time, as they 
are used in the productive process. Therefore, 
especially for poor and undeveloped countries, 
which need them most, they are difficult to pay for. 
Egypt, let us say, needs a new or improved railway 
from Alexandria to Cairo. But she certainly 
cannot export enough cotton to pay on the spot for 
all the railway equipment which she needs to build 
her railway. Obviously she must borrow the 
money to pay for the equipment which she must 
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import. She does borrow the money, and the 
export of capital goods thus leads to the export 
of capital. 

Now look at the matter from the point of view of 
the exporting country. Producers of railway equip¬ 
ment in Britain want to sell their rails and loco¬ 
motives, etc., to Egypt; but Egypt cannot pay. 
Therefore, either the Egyptian Government, or a 
syndicate of Egyptian capitalists—if there are such 
people—must borrow the money necessary from an 
English banking house. This banking house raises 
the money from the English capitalists, who have 
accumulated it out of the profits of their productive 
enterprises. Moreover, as we have seen, they 
would hardly know where to turn in order to get 
what they would consider a good profit on it, if 
this opportunity for investing it abroad did not 
appear. So the Egyptians borrow the money, 
agreeing to pay it back with interest over a long 
period of years, and use it to buy the railway 
material, and so build their railway. The export 
of capital goods has turned into the export of 
capital. 

The huge economic advantages of this process are 
at once apparent. Annually accumulated capital 
which would otherwise be seeking desperately 
for investment at home, competing in this search 
with other capital, and so pressing down the rate 
of return which capital can expect, is sent abroad. 
The pressure at home is relieved; the rate of profit 
is sustained. 
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However, less-developed countries borrow for all 
sorts of purposes other than industrial development, 
such as building a new railway. Their Govern¬ 
ments may borrow because they want to finance 
a war, or simply (as in the case of some of the early 
loans to Egypt, as a matter of fact) because they 
are corrupt and extravagant. But the purpose 
for which the loan is used does not matter to the 
investors as long as these investors feel confident 
that they will receive their yearly interest. This is, 
on the whole, the older type of the export of capital 
—namely, a loan to a foreign Government, or 
foreign municipality or, possibly, to a large syndicate 
of foreign capitalists. Today an important pro¬ 
portion of the export of capital takes the form of 
the direct investment in the shares of foreign 
enterprises (as when an Englishman buys shares 
from an American in the United States Steel 
Corporation, for example), or it takes the form of 
British capitalists setting up companies for this or 
that form of production abroad. For example, 
a really substantial amount of British capital has 
gone into producing tin and rubber in Malay 
during the past twenty years. Here the capital 
has been exported, not in the form of a loan to the 
Malay Government or to Malay capitalists, but 
in the form of the organisation of production by 
British firms in the Malay Peninsula. A good deal 
of the money no doubt gets spent in Britain for the 
purchase of the mining machinery and the equip¬ 
ment of the rubber plantations, etc., in this form of 
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capital export, just as it often does from a foreign 
loan. * However, the difference between these 
forms of the export of capital, which are not wholly 
distinguishable from each other, is not particularly 
important for our purpose. What is important is 
to notice that foreign loans are not the only, and 
today not even always the most important, form 
of the export of capital: that capital may be 
exported on a large scale though no foreign loans 
are being raised. 

* As this is not an economic treatise, the reader must be 
spared long tables of figures. A certain number of figures 
must be given, however, so that the reader be reassured that 
the argument really does refer to contemporary reality. For 
example, here are the essential figures showing the amount 
of exported capital held by British subjects today in each of 
the above categories, as computed by Sir Robert Kindersley 
in the Economic Journal for December 1939. In 1938 British 
subjects held £1,398 million worth of the bonds of Empire 
and foreign Governments and municipalities, on which they 
received £52-3 million of interest. This was, broadly, the 
capital which had been exported by way of foreign loans 
raised in this country. British subjects held £1,209 million 
worth of securities in British companies registered overseas, 
and got £69-6 million of dividends and interest on them. 
This was the capital which had been exported by way of 
British firms organising production overseas. British sub¬ 
jects held £685 million of investments in foreign and dominion 
companies, on which they got £43 million; and they held a 
further £400 million of securities in miscellaneous companies 
unquoted on the London Stock Exchange, on which they 
got £20 million. These categories represented, broadly, 
capital which had been exported by way of British capitalists 
investing in foreign undertakings. 
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Here, then, is a most important measure which a 
capitalist class can take to relieve that fatal symptom 
of the old age of a capitalist society, the falling rate 
of profit. The export of capital is more important 
even than the restrictive measures which, as we 
have seen, the monopolies are forced to take at 
home. So long as this export of capital can be 
maintained on a sufficient scale, it really will 
keep the capitalist system going. Now, however, 
let us turn to its consequences for the life of the 
world. 

The export of capital has had a profound e ffect upon the 
fate of the world because it produces an inescapable and 
formidable tendency on the part of the Government of the 
capital exporting country to acquire sovereignty , or, if 
sovereignty itself is not possible , then the maximum 
possible amount of control, over the area to which the 
capital is exported. It is a matter of history that this 
is so. But let us see why it is so. The export of 
capital will set up a different relationship between 
the exporting and importing countries than will the 
export and import of commodities. If, I repeat, 
France and Britain exchange coal for wine, there 
need not be any tendency for France to come 
under British domination or vice versa. 

All the same, between countries at a different 
level of development even simple commodity ex¬ 
change of this kind can produce a relation of 
domination. For example, it will usually do so 
in the case in which one country does not wish to 
trade, but the other does. The best example 
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of this is afforded by the trade between Britain 
and China in the last century. China did not 
want to trade with Britain, but her market was 
forcibly “ opened up” by two small wars. China 
was forced to exchange consumers’ commodities 
(in this case opium) with Britain when she did not 
wish to do so. We notice, however, that the result 
was not a British attempt to annex China, or any 
large part of China. For the purposes of the kind 
of economic relations then being established between 
Britain and China the forcible “ opening up ” of 
the market, by acquiring “ Treaty ports ”, etc., 
sufficed. The establishment of actual British 
sovereignty in China was not necessary or appro¬ 
priate. 

It emerges, then, that the simple exchange of 
commodities, though it may lead to relations of 
domination if the two countries concerned are at 
very different stages of economic development, 
need not necessarily do so, and will have no tendency 
to do so if the trading countries are at com¬ 
parable stages of economic development. But we 
shall find that the economic relationships set up 
between countries which are exporting and im¬ 
porting capital goods, and consequently, as we 
have seen, are inevitably exporting and importing 
capital, sets up an exceedingly strong tendency 
for the exporting country to establish relations of 
domination over the importing country (at any 
rate, if they are at different stages of economic 
development, as they habitually will be since it 
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is undeveloped countries which will be importing 
capital goods and borrowing the money to do it 
with). 

We shall see in detail why this is so. But already 
we can state the reason in general terms. The 
simple export and import of commodities sets up a relation¬ 
ship of buyer and seller between the two communities; 
but the export and import of capital sets up a relationship 
of debtor and creditor between the two communities. 
Now,' from Shylock’s day to this, creditors have 
felt that the domination of the debtor is indispensable 
to them. Let us observe carefully, however, how 
this obvious tendency works itself out on the world¬ 
shaking scale of creditor and debtor states. Why 
should a creditor state find it necessary to acquire 
the utmost possible degree of control, amounting 
if possible to sovereignty itself, over its debtor 
states ? 


The Bailiff Aspect 

First of all, the citizens (and they will be powerful 
citizens) of the creditor state will wish to safeguard 
their money against possible sequestration, which 
they will fear so long as the debtor Government 
is independent of them. Take the example of 
Britain and Egypt again. So soon as Britain had 
become a heavy creditor of Egypt, Britain inevitably 
began to take an ever-increasing interest in Egypt. 
It became important for her, or at any rate for 
the influential British subjects who had lent their 
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money to the Egyptian Government, to see how 
that Government used the money. For if, as 
appeared to be the case, the Egyptian Government 
merely squandered that money in inefficiency and 
corruption, there would be little possibility of the 
creditors receiving their annual interest and ulti¬ 
mately getting their principle back. Therefore 
Britain began to take an interest in Egypt, and when 
one country takes that sort of interest in another 
it is but a short step to taking her. By a gradual 
and inevitable process, the effective sovereignty 
of Egypt passed in fact, though never in form in 
this case, to Great Britain. We may think of this 
formidable tendency of creditor Governments to 
take charge, in one form or another, of debtor 
Governments as the debt collection, or bailiff, 
aspect of imperialism. 


Destruction of Primitive Economies 

The position is somewhat different if the territory 
to which the capital has been exported is in an 
earlier state of development than that of the Egypt 
of the end of the nineteenth century. If the “ field 
of investment ” is, say, a primitive, tribal society 
rather than an ancient, but corrupt and feeble, 
civilisation, it is still more imperative that the 
sovereignty of the territory should be acquired in 
order to make possible a substantial investment 
of capital. For it is almost always indispensable 
to destroy the existing native economic system 
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before the capital to be invested can be made 
productive. It is a commonplace of this form 
of imperialism that a “ white ” Government must 
be established in the native territory, which will, 
by imposing a head or a hut tax, or by sequestrating 
a sufficient proportion of their lands, or by other 
appropriate means, destroy the possibility of the 
natives living in their old self-supporting way, 
and thus force them to work for wages in the 
productive enterprises established by the capital¬ 
exporting Empire. For only so can a supply of 
labour be secured with which to operate the capital 
equipment—the mining machinery, power plants, 
railway material—or what you will—which has 
been exported. This form of the export of capital 
would be impossible without the prior establish¬ 
ment of effective sovereignty on the part of the 
exporting country. 

For the most recent account of this process the 
reader is referred to Mr. Leonard Barnes’ book 
Empire or Democracy ? (Gollancz). Mr. Barnes gives 
a detailed account of how communities of self- 
supporting tribesmen are, after their conquest, 
converted into communities of wage-earners work¬ 
ing in the mines and plantations of European 
companies, of tax-payers supporting a governing 
apparatus of European officials, and of importers 
buying European-made goods. The essential steps 
in this process are the following. The amount 
of land used by the tribe is cut down to a point 
at which it becomes impossible, or at any rate 
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very difficult, for the tribe to grow enough food for 
all its members. The land thus taken is used for 
plantations, or for mining, by foreign-owned com¬ 
panies operating for profit and seeking to employ 
the tribesmen as wage-earners. But other measures, 
as well as the sequestration of part of their land,, 
are almost always necessary in order to achieve 
this. In the first place, machine-made goods are 
imported and offered for sale to the tribesmen. 
These goods may, of course, be genuinely useful 
things, such as bicycles or textiles. But they may 
be merely trash or liquor. In either case the 
intention is to cause the tribesmen to desire to 
earn money. Finally, it has everywhere (with 
the single exception of the Gold Coast) been found 
necessary, in order to make the tribesman work for 
wages, to force him to earn by imposing a direct 
tax on him, which tax must be paid, not in kind 
out of the produce of his land, but in the money 
which he can earn in no other way than by 
becoming a wage-earner. 

There is, then, no difficulty in understanding the 
absolute necessity of annexing regions inhabited 
by primitive peoples, if these regions are to become 
fields into which capital can be profitably sent. 
How immensely profitable fields of investment 
primitive areas can be made by means of conquest 
is illustrated by figures given by Mr. Barnes (op. cit .) 
on the recent workings of the Rhodesian copper¬ 
mining industry. In 1935 £12 million worth of 
copper was exported from Northern Rhodesia. 
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Mr. Barnes gives a rough balance sheet of the 
industry, which reads like this: 

By copper ex- To Dividends . £5,000,000 

ported . £12,000,000 „ Royalties . 500,000 

„ Income Tax . 700,000 

„ Salaries of 
1690 Euro¬ 
peans . . 800,000 

„ Wages of 
17,000 Afri¬ 
cans . . 244,000 

„ Other costs 
(machinery, 
maintenance, 
stores, insur¬ 
ance, etc.) . 4,756,000 

£ 12,000,000 £ 12,000,000 

The reader will see that every item of this fantastic 
balance sheet, except the £(244,000 paid in wages 
to the 17,000 African miners, profits, directly or 
indirectly, some European. (The £(5 million of 
dividends go to the shareholders of the copper 
companies. The £(500,000 of royalties go in this 
case to the British South Africa Company, which is 
held to be the “ landlord ”, since it originally took 
the title of the land from the native chief, or king.) 
It may be that some of the £(4,756,000 of “ other 
costs ” finds its way into African hands. But that 
is hardly likely. , On the other hand, an appreciable 
part of the £(244,000 paid to the miners in wages 
undoubtedly comes back into white hands, and is 
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used to pay the salaries of the Rhodesian officials, 
since it must be surrendered by the natives in order 
to pay their head or hut taxes. 

The Rhodesian example may perhaps be taken 
as the ne plus ultra of the way in which sovereignty 
over a country can be used to enable capital to be 
profitably employed there. For of course it would 
have been utterly impossible to get natives who had 
not been subdued to work on such terms as these. 
Again, is there any difficulty in understanding why 
the capitalists of Empires who do not possess their 
“ Rhodesias ” ardently desire to do so, and are, 
in the end, willing to plunge the world into war 
rather than forgo their possession ? 


The Nationalist Menace 

Sovereignty, or, failing that, the greatest degree 
of domination found practicable, over the territory 
to which capital is exported, has been found almost 
indispensable for the export of capital, for two 
further reasons. The exported capital must be 
protected not merely against feeble and inefficient 
native Governments, as in the case of nineteenth- 
century Egypt, or against the obstinacy of primitive 
tribesmen too stupid to see that it is their duty to 
work for the capitalist’s profit in the mines and 
plantations of the white men instead of for themselves 
on their tribal land, but also against two further 
dangers. First there is the danger represented 
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by the growth of a nationalist movement. Such 
nationalist movements usually arise in colonies or 
semi-colonies, within which native capitalists, who 
wish themselves to set up productive enterprises 
of their own, are beginning to appear. Such 
new-born “ native ” enterprises strive for pro¬ 
tection above all against the competition of the 
enterprises of the capitalists of the Empire which 
possesses their country. The simplest way in which 
such protection can be given is, of course, by setting 
up a tariff round the colony or semi-colony. But, 
if this is done, the colony or semi-colony will 
acquire a gradually increasing degree of in¬ 
dependence. Its affairs will begin to be run less 
in the interest of its creditors and more in its own 
interests. A nationalist movement will more and 
more tend to endanger the interests of the capital 
exporters. The only real safeguard against this 
menace is to acquire sovereignty over the area in 
which investment has been made, so that the 
nationalist movement there can be suppressed, 
or at any rate held in check. 

We have only to contrast the security of British 
investments in, for instance, the West Indies, with the 
insecurity of such investments in Mexico, to realise 
the immense advantages of acquiring sovereignty, 
as a protection against native nationalist movements, 
in the area to which capital is exported. In spite 
of conditions of native life so atrocious that even 
the account of them given by an official Com¬ 
mission of investigation (the Moyne Commission) 
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was suppressed by the Government (at the same 
time as some concessions, which may or may not 
prove appreciable, were made) and of an embryo 
native movement, the large British enterprises 
(Tate and Lyle, for example) which have their 
capital sunk in the West Indies feel secure behind 
the power of the British colonial administration 
ruling the West Indian Islands. In Mexico, quite 
on the other hand, an aggressive nationalist move¬ 
ment has sequestered the investments of the British 
oil firms, on terms which these firms consider most 
disadvantageous, and all that the British Govern¬ 
ment has been able to do is to break off diplomatic 
relations. 

But it is, of course, in India, by far the greatest 
colony in the history of the world, that British 
interests have been most notably protected, albeit 
with ever-increasing difficulty, against a formidable 
nationalist movement. Who can doubt that noth¬ 
ing but the actual possession of effective British 
sovereignty over India could have prevented similar 
acts in favour of Indian enterprise, and at the ex¬ 
pense of British capital, as have taken place in 
Mexico? This is, too, the reason for the strong 
anti-Chinese attitude of the British imperialists, 
amounting, as we saw, at one point, to assistance 
to the rival Japanese imperialists. The Chinese 
became “ anti-foreign ” (in Sir Francis Lindley’s 
phrase) just so soon as they got rid of their feeble 
feudal Government and began to organise them¬ 
selves in a vigorous nationalist movement capable 
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of fostering their own interests as against those of 
Britain, Japan or America. 


“ If We Don’t They Will 

We now come to what is today the most imperative 
reason of all for the imperialist acquisition of 
sovereignty over areas into which capital is being 
exported. Control, and if possible sovereignty, 
is acquired over such areas in order to prevent 
other Empires from acquiring that sovereignty. 
For the overwhelming economic advantages of 
sovereignty listed above are a standing temptation 
to those Empires which do not, in the case of any 
particular area, possess them. Therefore, if an 
Empire is, for one reason or another—i.e., a satis¬ 
factory working agreement with the native authori¬ 
ties, or expense, or satiety, etc. etc.—reluctant to 
annex a particular area, it is often forced to do so 
by the reflection that if it does not, one of its rivals 
certainly will. 

There are many examples of such preventative, 
or forestalling, annexation. Thus the whole “ grab 
for Africa ” which occupied the last quarter of the 
nineteenth century was everywhere intensified by 
this necessity “ to get there first Again, after the 
war of 1914-1918 Great Britain semi-annexed 
large areas in the Near East, not merely because 
of their value to herself, but also, and perhaps 
above all, in the hope of blocking German expansion 
in that direction. 
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The Export of Capital without Annexation 

All this is not to say that the export of capital 
without the exporting Empire acquiring sovereignty 
over the area to which the capital is sent, is im¬ 
possible. There are a good many instances of it. 
An Empire such as the British, which was in a strong 
world position, has, in some cases, been able safely 
and successfully to export capital to countries 
which it could indeed strongly influence, but did not 
possess. The large-scale export of British capital 
to Argentina is an example of this process. (It 
may be noted, however, that Argentina defaulted 
on some of her loans during the great slump, which 
she would not have been able to do had she been 
a British colony.) 

The massive British export of capital to the 
United States of America during the nineteenth 
century did not result in any British domination. 
(The large export of British capital to the U.S. 
which still went on all through the first forty years 
of the twentieth century was, to an ever-increasing 
extent, balanced, and finally over-balanced, by 
U.S.A. capital exports to Britain and elsewhere. 
Hence it was not likely to have any tendency 
to create a British domination. See below.) But 
the attitude of representative British capitalist 
leaders, such as Mr. Gladstone, for example, at the 
time of the American Civil War reveals that such 
a domination of the United States, based upon 
British capital exports, was certainly in their minds. 
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and would no doubt have actually occurred if 
British intervention on the side of the Confederacy, 
such as Mr. Gladstone desired to make, had taken 
place and had resulted in a successful secession. 
Experience also shows that it is possible in certain 
circumstances for communities, such as the British 
Dominions, which have been, and which continue 
to be, fields into which British capital was and is 
exported, to acquire an ever-growing measure of 
political independence. With the passing of the 
Statute of Westminster that independence became 
apparently complete. In fact the actual ties pro¬ 
duced by the transfer of capital remain considerable. 
Still, the British Dominions must today be reckoned 
as, on the whole, independent nations. Whether 
or not they will continue to be depositories for 
exported British capital remains to be seen. 

The policy of the United States of America 
during the past twenty years affords, however, 
the great example of a neglect to acquire sovereignty 
over the areas to which capital is exported. At 
the end of the 1914-1918 war the United States 
became a major capital-exporting country, and 
really important capital exports were made, above 
all to South America and to Germany during 
the next ten years. But in neither case was a 
serious attempt made on the part of the American 
Government to acquire sovereignty, or even, in 
the case of Germany, any substantial degree of 
domination, over the areas to which the capital 
was sent. The results of the experiment were not 



154 FEDERALISM OR SOCIALISM? 

encouraging. The American investors lost almost 
the whole of their money. Because they had not 
become American possessions, Germany, in par¬ 
ticular, and many of the South American Republics, 
could default on their American loans, and they did 
so. The inevitable consequence was that American 
foreign lending dried up. Thus the apparent 
exception provided by the brief, if large-scale, 
American export of capital is the type of exception 
which illustrates rather than disproves the general 
rule. That rule is that sustained capital export 
from one country to another is almost impossible 
without the exporting, creditor country coming to 
dominate the importing, debtor country. 

This raises the interesting speculation of what the 
position of the United States will be at the end of the 
present war. She may be the creditor Empire 
par excellence. It will not be possible to maintain 
capitalism as we have known it, either in America 
or elsewhere, unless the export of capital from 
America is organised on a gigantic scale. But will 
countries such as Britain, for instance, admit of 
the degree of American domination which this will 
involve? And even, if they will, is America pre¬ 
pared even to attempt the gigantic task of world 
domination in which mass capital export would 
involve her? Yet we can hardly imagine the 
American investors being willing to repeat the 
experiment of exporting their capital to areas of 
which they have not acquired the domination. 
It may be that a form of Federal Union is the one 
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form of world domination which the American 
public could be persuaded to attempt.* 

Here, then, is how the economic necessities of 
capitalism, in its present monopoly phase, lead to 
imperialism. This is the explanation of the un¬ 
deniable fact that within the past three-quarters 
of a century the great capitalist Powers have divided 
up the world between them. 

* The necessity to acquire an insight into the underlying 
economic realities of American intervention in world affairs 
must not blind us to the extreme desirability of the co-opera¬ 
tion of the British and American peoples, immediately in their 
urgent self-defence against Nazi imperialist aggression, and 
later, we may earnestly hope for other common purposes. 



Chapter Seven: WHY THE EMPIRES 

FIGHT 

The Partition of the World 

We have arrived at the conclusion that the 
highly developed capitalist Empires must be driven 
by the necessities of their own economic systems, 
and consequent class structures, to carve up the 
world into their more or less closed imperial 
preserves. It is clear that such a process involves 
the danger of war between these Empires. So 
far, however, we have found no reason for sup¬ 
posing that war between such Empires must be 
inevitable. 

Nor does the historical record suggest that, 
up to a certain stage in the development of the 
above process of world-wide partition, inter¬ 
imperial war was inevitable, as opposed to dan¬ 
gerously possible. During what we may call 
the first stage of imperialism, which ended with 
the first decade of the twentieth century, war 
did not in fact take place between any two of the 
great empires (the Russo-Japanese War of 1905 
is the first strictly inter-imperialist war). Nor 
need we seek far for an explanation of this. There 
was still enough room for everybody. The world 
had not yet been fully divided up; one Empire’s 
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need to expand did not necessarily and inevitably 
clash with another Empire’s need to expand. 
Africa, for example, at the beginning of the period 
—in, say, 1870—was largely composed of blank 
spaces on the map. It was inhabited and pos¬ 
sessed, that is to say, by Africans, who did not 
count. In 1876, for example, only io-8 per cent, 
of Africa was owned by the white man.* But 
by 1900 under io-o per cent, was left to the black 
man. (By 1935 this last remnant of independent 
Africa was almost removed by the Italian con¬ 
quest of Abyssinia. Liberia remained in nominal 
independence.) Again, only 56-8 per cent, of 
Polynesia had been colonised in 1876, while 
98-9 per cent, had been colonised by 1900. In 
general, by the twentieth century only in Asia 
(56-0 per cent, colonised) were considerable lands 
left unoccupied by one or other imperialism. 
And this exception was partly unreal, since the 
unoccupied part of Asia consisted largely of China, 
which was in fact cut up into “ spheres of 
influence ” of the Empires. 

It was only, then, up till the end of the last 
century that the Empires could simultaneously 
expand their possessions without inevitably clashing. 
The process could not, of course, be a peaceful 
one. There were bound to be—and frequently 
were—wars between the expanding Empires and 
the natives who inhabited the areas which they 

* Figures from The Territorial Development of the European 
Colonies , by H. Supan (quoted in Lenin’s Imperialism). 
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annexed. These might be small-scale operations, 
in which primitive tribesmen were brought under 
domination, such as the various Zulu, Matebeli 
and Ashanti wars, or they might be fair-sized 
wars such as the Boer War. In this case a commu¬ 
nity of European (Dutch) colonists left over, as 
it were, from the earlier period of pre-capitalist 
colonisation stood in the way of British imperialist 
control over the vital Rand gold-fields, into which 
millions of pounds of British capital were being 
exported. Even the quite sizeable Boer War was, 
however, on a different scale of magnitude from 
any war waged between two Empires. Clashes 
between two or more Empires as they expanded 
into territory which hitherto had not been pre¬ 
empted by either were not, of course, impossible. 
As the process of “ the grab for Africa ” drew to 
its conclusion the likelihood of a clash over the 
last few valuable morsels naturally grew. By 
1898 the two main competitors, Britain and 
France, came to the very verge of war when 
their respective Empire-builders confronted each 
other at Fashoda. A few years later a third 
belated, but formidable, competitor, Germany, 
similarly brought the world to the edge of im¬ 
perialist war when she found that she had been 
squeezed out of a share of Morocco. But it was 
not in fact until the whole of Africa, with the 
single exception of Abyssinia, had been pre¬ 
empted by someone or other, nor until in general 
the world as a whole had become almost com*- 
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pletely cut up between the Empires, that the first 
great inter-imperialist war actually broke out, in 
I9H- 

The outbreak of the 1914-1918 war marks 
the water-shed between two distinct periods in 
the history of imperialism. In the first period 
the world had not been fully divided up. The 
simultaneous expansion of the Empires made a 
clash possible, and increasingly difficult to avoid, 
but not inevitable. By 1914 the world was almost 
completely allotted between the rivals. From 
this time onwards the process of general economic 
expansion, of which the export of capital was 
the essential basis, made inter-imperialist war 
inevitable. For one Empire could not expand 
except at the expense of the others. 


A Just Division? 

But, the reader may object, should it not have 
been, at any rate theoretically, possible for the 
world to have been correctly and “justly”, as 
it were, divided up between the great Empires? 
Then, even though there was nothing left for 
further division, each Empire should have been 
content with what it had got; there should have 
been no tendency, or at any rate no inevitability, 
of war between them. What, however, do we 
mean by the jvorld being “ correctly ” or “justly ” 
divided up between the different capitalist Empires ? 
We can mean only that it should be divided up 
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in accordance with the relative strength and 
wealth of these Empires: that, for example, if 
Germany is twice as strong and rich as France, 
she should have twice as much of the world for 
her Empire as has France for hers. (It is not, of 
course, a question of mere square miles of territory: 
it is a question of the wealth, population, ex- 
ploitability, raw material resources, etc., of the 
respective colonial areas.) 

But what do we mean by the wealth and strength 
of the various Empires? In the last resort we 
mean nothing more nor less than the productive 
capacity of these Empires. The amount of capital 
which they have to export, the amount of armed 
strength with which they are able to protect 
this capital when they have exported it, the amount 
of raw materials which they need, etc., will depend 
in the last resort on their general productive 
capacity. It will depend on the numbers, skill, 
industry and discipline of their workers and on 
the degree of development of their productive 
resources. Their strength will depend, for example, 
not only on their area and population, but also 
on whether their agriculture is undertaken on a 
primitive, peasant basis, or on a relatively highly 
developed and mechanised basis; on whether 
their steel industry uses the latest and most effective 
methods, or is backward; on whether they have 
a highly developed engineering industry capable 
of making railway equipment, motor-cars, com¬ 
plex machine tools, not to speak of tanks, guns 
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and aeroplanes. Their strength will depend, in 
addition to this existing productive capacity, on 
the size of their deposit, as it were, of past pro¬ 
ductive capacity. For if the productive power 
of an Empire is not only high at the moment, 
but if it has been high for many years past, it 
will have enabled that Empire to acquire large 
foreign investments. Such an old-established 
Empire will, in a word, already have exported 
large quantities of capital which will now be 
producing for it a substantial revenue. Again, 
an old-established Empire will have laid down 
an elaborate equipment for urban life, an effective 
educational system for the production of skilled 
manual and intellectual workers, etc. etc. 

All this can really be summed up by saying 
that the wealth and strength of an Empire can 
only be judged by its past and present productive 
capacity. When, then, we speak of the possibility 
of dividing up the world “ correctly ” and “justly ” 
between the great Empires, we mean simply that 
the strongest and richest Empires, which have 
the biggest surplus of capital striving and searching 
for profitable investment, and the biggest capacity 
to support and protect such capital when it has 
been invested abroad, should have the biggest 
Empires. Now, it is theoretically conceivable, 
of course, that the world might have been divided 
up during the latter half of the nineteenth century 
in this way, in strict accordance with the relative 
strength of the Empires. In fact, however, it 
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was not so. And it could not be so, for important 
historical reasons. For the various capitalist 
societies did not start level in the race for Empire. 
Some capitalisms, notably the British and, to a 
less extent, the French, started out on their careers, 
as capitalist systems, already possessing very 
considerable Empires. Large areas of the world 
had come under the sovereignty of their Govern¬ 
ments in the pre-capitalist period. As we saw 
above, there were very important, though quite 
distinct, motives which induced pre-capitalist 
Governments to acquire sovereignty over other 
parts of the world. The British, French and, 
above all, of course, the Spanish Governments 
acquired such areas. Some of them were lost 
(the Spanish and the British America Empires, 
for example): all of them were more or less 
neglected and disregarded during the period of 
competitive, pre-monopoly capitalism. But, above 
all in the huge instance of India, Britain and, to 
a less extent, France, retained the sovereignty 
of these colonial areas until, in the new period 
of monopoly capitalism and of the export of 
capital, they once more became of the utmost 
importance and value. Thus Britain and France 
started out on the imperialist epoch with the 
immense initial advantages of a nucleus of un¬ 
developed territories already under their sovereignty. 
They did not let the grass grow under their feet. 
In i860 Britain had colonial possessions (including 
the Dominions) of 2-5 million square miles in 
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extent and inhabited by 145’ 1 million people. 
France had 0'2 million square miles inhabited 
by 3’4 million people. By the end of the century 
they had built upon this nucleus to such good 
purpose that Britain had 9*3 million square miles 
and 309 million inhabitants and France had 3-7 
million square miles with 56*4 million inhabitants.* 


Unequal Development of the Empires 

But these imperial domains were quite out of 
proportion to the real ratio of the strength and 
wealth of Britain and France, compared to the 
wealth and strength of newer Empires which 
had now appeared on the scene. Germany, above 
all, had ever since 1870 been developing her 
productive capacity much more rapidly than 
Britain and France. But because the German 
Empire was only formed out of its constituent 
states in 1870, and could have therefore no nucleus 
of pre-capitalist overseas possessions to build upon, 
the German capitalists could have little hope of 
overtaking the British and French lead in colonisa¬ 
tion. By 1899 they had acquired only 1 million 
square miles of territory with 14 million inhabitants. 
And by 1914 Germany had acquired only 2*9 
million square miles with 12*3 million inhabitants. 

* Figures (in this chapter unless otherwise stated) from 
New Data for Lenin's Imperialism, edited by Varga and Mendel¬ 
sohn (Lawrence and Wishart), which gives the primary sources 
in detail (p. 173 et infra). 
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Now, however, let us look at this period, from 
about i8yo to 1914, during which, as we have 
seen, the world was almost completely divided 
up between the colonising Empires, and during 
which two Empires, Britain and France, having 
a long start, got away with by far the greatest 
share of the territory, from another angle. Let 
us look at it in terms of the comparative economic 
development of these three rival Empires, France, 
Britain and Germany. 

In 1880 Britain was producing 149 million tons of coal. 

„ 1913 » » 2 92 „ 

„ 1880 France „ 19 „ „ 

33 T 9 ! 3 55 55 4° 55 55 

„ 1880 Germany „ 47 „ „ 

55 I 9 I 3 55 55 *9° 55 55 

I11 1880 Britain was producing 1-3 million tons of steel. 

55 I 9 I 3 >5 55 7*7 55 55 

„ 1880 France „ 0*4 „ „ 

55 1 9 l 3 55 55 4*7 55 55 

„ 1880 Germany „ 0*7 „ ,, 

55 I 9 I 3 >> l &'9 55 35 

In 1880 Britain was consuming 1*3 million quintals of cotton. 

>3 I 9 I 3 55 55 7*7 55 53 

„ 1880 France „ 0-4 „ „ 

15 I 9 I 3 55 35 4*7 35 35 

„ 1880 Germany „ 1*4 „ „ 

>> r 9 ! 3 j> 55 4*9 33 33 

Or again: 


For the years 1895-1899 Britain annually exported an average 
of 980 million dollars of manufactured goods. 
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For the years 1909-1913 Britain annually exported an average 
of 1,750 million dollars of manufactured goods. 

For the years 1895—1899 France annually exported an average 
of 383 million dollars of manufactured goods. 

For the years 1909-1913 France annually exported an average 
of 704 million dollars of manufactured goods. 

For the years 1895-1899 Germany annually exported an 
average of 566 million dollars of manufactured goods. 

For the years 1909-1913 Germany annually exported an 
average of 1,277 rnillion dollars of manufactured goods. 


Finally: 

Between 1880 and 1913 British industrial production as a 
whole increased by 61 per cent. 

Between 1880 and 1913 French industrial production as a 
whole increased by 79 per cent. 

Between 1880 and 1913 German industrial production as a 
whole increased by 148 per cent. 

The change in the ratio of strength between the 
three rival empires is obvious. The German 
economic system was growing much more rapidly 
than the others. In absolute productive power 
it had by 1913 far surpassed France in such key 
products as coal and steel, and was close on the 
heels of Britain. The volume of German capital 
seeking profitable and secure export was immense. 
Yet the world had been rigidly partitioned off 
into the more or less closed preserves of the two 
possessing Empires; moreover, it had been par¬ 
titioned off on a basis which was not even propor¬ 
tionate to Germany’s relative productive power 
at the beginning of the period, let alone to what 
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that relative power had become by 1914* What 
could happen, unless the Empires had ceased to 
be capitalist Empires, but what did happen— 
namely, a desperate attempt on the part of the 
German Empire to re-partition the world in her 
favour? For what would have happened if the 
possessing Empires, who had done so well for 
themselves, but were now falling back in real 
strength, had yielded, and allowed a substantial 
part of their colonies to be transferred to the new 
power? Is it not clear that to do this would have 
rapidly accelerated the process by which the new 
and more powerful Empire overhauled, and then 
overshadowed, the older ones? The fact that the 
new Empire had acquired new fields of invest¬ 
ment, new sources of raw materials, etc., would 
have stimulated its rate of growth still further. 
The fact that the older Empires had lost these 
assets would inevitably have caused them to fall 
farther behind in the race. Is it not clear that 
the very danger created by the challenge from a 
new and more rapidly developing Empire, 
threatening to overhaul them, must force the 
older Empires to refuse to yield an inch? That 
they must inevitably attempt to turn and crush 
the thrusting rival before it is too late? This is 
what happened. The war of 1914-1918 was of 
this character. Such inter-imperialist wars are 
collisions between mutually incompatible expanding 
forces. The new, overhauling Empires, without 
their proportionate share in colonial possessions. 
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are usually the more aggressive, for they are 
under the necessity if, but only if, they are to 
remain capitalist Empires, to change the status quo. 
But the older, weaker Empires, which possess an 
amount of territory more than proportionate to 
their real strength, are unable to avoid battle. 
For if they did they would be finally doomed. 

I have said that the .only way in which the 
division of territory can be brought into proportion 
with a new ratio of productive power between 
the competing Empires is by means of war. But 
this is far from saying that an inter-imperialist 
war will necessarily have this effect. The waf of 
1914-1918 had, on the contrary, an exactly oppo¬ 
site effect. The older, weaker Empires, which 
already had disproportionate shares of territory, 
defeated the new more powerful Empire, Germany, 
and took from her what colonies she had.* But 
they did not, as we have seen, destroy her pro¬ 
ductive power. Now, therefore, let us look at 
what has happened, first to the territorial ex¬ 
pansion (or contraction) of the various Empires 
since 1914, and next at what has happened to 
their respective productive powers. Then we shall 
be able to enquire whether or not the dispro¬ 
portions which we have noted between the two 
kinds of developments have grown or diminished. 
This time it will not do to take merely the three 

* They managed to do so primarily because they succeeded 
in organising a world coalition, including the most powerful 
productive unit of all, America, against Germany. 
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old rivals, Britain, France and Germany. The 
world scene is more complicated now. There 
are at least six competing empires. But if we 
compare the beginning of the century with, say, 
1932, we shall find that what is principally in 
question is still the three rivals, Britain, France 
and Germany. First we must notice that the 
colonial possessions of Britain, which were in 1899, 
we recall, 9^3 million square miles with 309 million 
inhabitants, had grown by 1932 to 13-5 million 
square miles with 466 ’5 million inhabitants. 
France’s Empire had increased in the same time 
frorh 3*7 million square miles with 56 million 
inhabitants to 4*6 million square miles with 65-1 
million inhabitants. Germany, which had in 1899 
1 million square miles with 14-7 million inhabi¬ 
tants, had lost them all by 1932. Certain minor 
Powers—e.g., the Belgians—had gained con¬ 
siderably. But, on the whole, a large gain on 
the part of Britain and France, partly at the 
expense of Germany, but partly at the expense of 
dead Empires such as Turkey, is seen to have 
been the main consequence of the 1914-1918 war. 
(The vast changes of recent years began in 1932— 
we shall turn to them in a moment.) 

But how had the relative productive powers 
of the three rivals developed? Had this basic 
development kept step with, or at any rate changed 
in the same direction as, the change in colonial 
territory ? 

Let us bring up to date the figures of coal and 
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steel output, of cotton consumption, and of export 
of manufactures, which we quoted above. It 
will be best to give figures for 1929 and 1936 as 
well as for 1932, since 1932 marked the bottom 
of the great slump and was in that sense an 
abnormal year. 


Coal Ouput (million tons). 



I 9 I 3 

! 9 2 9 - 

1932- 

1936- 

Britain . 

292 

262 

212 

232 

France . 

40 

53 

46 

45 

Germany 

190 

it >3 

104 

158 


Steel Output (million tons). 


Britain . 

7*7 

9.8 

53 

11- 9 

France . 

47 

97 

S' 6 

6-7 

Germany 

18-9 

I 6-2 

5-8 

19-2 

Cotton Consumption (million quintals). 


Britain , 

7'7 

6-3 

5 -o 

6*o 

France . 

4'7 

3-6 

2-4 

27 

Germany 

4-9 

3.0 

3-3 

2*2 

Manufactured Exports (million dollars). 
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19*5-29- 

1932 - 

m 6 - 

Britain . 

1750 

2788 

966 

1003 

France. 

704 

1238 

480 

309 

Germany 

1277 

1913 

1064 

1136 

Inspection 

of these 

figures leads us 

to several 

conclusions. 

In the 

first place 

:, the 

defeat of 

Germany in 1918 did enable Britain and France 


F 2 
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to check the upward rush of the German productive 
system, which had overhauled them so rapidly, 
and which would, if it had gone on growing at 
the same relative pace, have soon overshadowed 
them. By transferring the great Louvain ore- 
fields to France, for example, France was enabled 
to raise her steel production considerably, while 
it took Germany nearly twenty years to regain 
her 1913 output. Or again, Britain, up till 1929, 
lengthened her lead in manufactured exports 
(though in spite of everything she was over¬ 
hauled in the nineteen-thirties) largely no doubt 
because of the growth of her protected imperial 
markets. 

On the other hand, the figures show that this 
was little more than a fifteen-years check on the 
relative growth of Germany. There was certainly 
no reversal of trend by which Britain and France 
began to grow in productive power more rapidly 
than Germany. Yet only such a reversal of 
trend could have meant that the re-division of 
the world had kept step with the relative pro¬ 
ductive forces of the dividing empires. But since 
the productive power of German imperialism 
had been no more than checked, and by the 
nineteen-thirties had probably recovered its 1914 
ratio of strength to Britain and France, while 
the world had now been partitioned on a basis 
far more unfavourable still to Germany, the real 
underlying disproportion had been vastly increased. 
In other words, the 1914-1918 war, far from solving. 
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the disporportion, or “ unevenness ” as it is often 
called, between the productive power of the 
rival Empires and their imperial domains, had 
made that disproportion worse. 

What could happen but what did happen ? 
Because German capitalism had not been over¬ 
thrown, but had, on the contrary, been carefully 
preserved by the victorious Britain and France, 
even while they sought to cut its claws, a new 
collision between the Empires was foredoomed. 
No sooner had German capitalism got on its feet 
again and begun to exhibit a productive power 
which threatened to eclipse that of Britain and 
France, once more, than an even more glaring 
discrepancy between this productive power and 
Germany’s share of the world was evident. We 
have already studied the extraordinary, and, at 
first sight, quite inexplicable, reasons which caused 
the British and French Governments to allow the 
German Government to rebuild a war machine 
capable of challenging the older Empires. They 
did so, as we saw, partly because of their mutual 
jealousies, but, above all, because of their hatred 
for the Soviet Union, and their delusion that a 
revived German imperialism could be controlled 
by them and directed against the Soviets. But 
once the German war machine had been re-created, 
and once those who directed that machine had 
come to the conclusion that they did not think it 
advisable to attack the Soviet Union, a second 
convulsive attempt on the part of German 
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imperialism to re-partition the world in its favour 
became inevitable. 


Socialists and the Present War 

The result is the present war. That it is an 
imperialist war, in the exact sense that it is a war 
between rival capitalist empires, motivated by their 
need to repartition the world in mutually in¬ 
compatible ways, does not admit of doubt. But 
this undoubted fact cannot make socialists, or the 
peoples of the contending Empires in general, 
indifferent to its result. 

A total victory for German imperialism, in its 
new Nazi form, would, it is true, not only re¬ 
divide the world so as to give Germany a share 
proportionate to her productive resources; it 
would probably give Germany the whole not only 
of the British and French Empires, but of those 
countries themselves. Nazi imperialism is a new 
and immensely intensified kind of imperialism. 
Its total victory would have consequences of a kind 
much more far-reaching than have the victories of 
any previous imperialist groups. 

This book is not devoted to an examination 
of what should be the proper attitude of British 
socialists to the present war. I should, however, 
make my own position clear. I have not, ever 
since the general offensive of the German im¬ 
perialists in the spring of 1940, been able to accept 
the traditional policy according to which all 
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socialists should work, during an imperialist war, 
for the defeat of their own Government. This 
policy is essentially based upon the view that the 
defeat of an Empire by its imperialist rivals will 
give the working-class and socialist forces of the 
defeated Empire the opportunity to take power 
and begin the transformation of their country into 
a socialist community. This doctrine derives great 
authority from the fact that the defeat of the 
Tsarist Empire at the hands of the Kaiser’s Empire 
in 1917 actually did enable the Russian workers, 
led by Lenin and the Russian Communist party, 
to take power and to begin the process of trans¬ 
forming Russia into a socialist community. It is 
only if they have come to the conclusion that the 
victory of the Nazi imperialists over our imperialists 
cannot be expected to give any such hope of the 
transformation of Britain into a socialist society 
that socialists will conclude that they must reject 
this “ revolutionary defeatist ” policy, as it is 
usually called. It is only in this case that they 
will conclude that the differences between the 
situation of the British and French workers in 
1940, and the situation of the Russian workers in 
1917, are too great for the same policy to be applied 
again with any hope of success. 

The reader will perhaps permit me to quote 
here from a detailed letter written to a correspondent 
who had argued with me in favour of the applica¬ 
tion of the “ revolutionary defeatist ” policy to 
the present situation. The advantage of quoting 
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from this letter is that it was written in May 1940, 
before the conquest of France by the Nazi im¬ 
perialists. Since it was written, that is to say, 
we have had actual experience of the effects of a 
Nazi victory over another imperialist great Power. 
We have had actual experience of whether such a 
Nazi victory gives the workers of the defeated 
Power any opportunity to take power and to begin 
the transformation of “ their ” Empire into a 
socialist community. For clearly, unless a Nazi 
victory may be expected to give this opportunity, 
it must mean the most fearful catastrophe imagin¬ 
able for the workers of the defeated Power. For 
in that case the workers of the defeated imperialist 
Power will pass as helots beneath the rule of Nazi 
task-masters. Therefore, if we come to the con¬ 
clusion that the defeat of “ our own ” Empire 
will inevitably mean, not its transformation into 
a socialist community, but merely our own sub¬ 
jugation to Nazi imperialism for an indefinite 
period, it becomes imperative, as a first necessity, 
to resist the Nazi imperialists’ bid for total conquest. 
This may not necessarily involve the support of 
our own Government. On the contrary, more 
and more men and women of all political views 
are coming to realise that, precisely in order to 
prevent a Nazi conquest of this country, it is 
indispensable not only to change the composition 
of our Government, but to begin, at any rate, 
the transformation of our country’s economic and 
social structure. Effective resistance to the Nazis’ 
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attempt at total conquest not only does not prevent, 
but actually necessitates the most active struggle 
against the reactionary and imperialist forces in 
our country. If the reader will bear in mind 
what actually occurred when the French imperialists 
were conquered by the Nazi imperialists, just six 
weeks after this letter was written, he may find it 
of interest. 

“ The main question, I suggest, is this. Would 
the defeat of the British and French imperialists, 
and the victory of the Nazi imperialists, give 
the British and French workers a reasonable 
chance (we cannot expect more) of being able 
to build a socialist Britain and a socialist France? 
As we know, the defeat of Tsarism and the 
victory of Kaiserism did give the Russian workers 
such a chance. Would a victory of German 
imperialism over British-French imperialism lead 
to a successful revolution in Britain and France, 
so that British and French workers’ Govern¬ 
ments could then make a ‘ Brest-Litovsk ’ peace 
with Hitler? No one can ever prove anything 
about the future. But there appear to me to 
be in our situation sufficient political, military 
and geographical factors which are different 
from the factors which made it possible for the 
C.P.S.U. (as it has become) to use the defeat of 
Tsarism, and victory of Kaiserism, for the estab¬ 
lishment of socialism in Russia, to make British 
socialists consider these differences very care- 
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fully. The main differences appear to me to 
be these: 


“ The Objective Differences 

“ (a) The special character of Fascism, as 
against an imperialism of the old type such as 
that of the Kaiser’s Germany. It is not open 
to socialists, or for that matter communists, to 
deny the special character of Fascism. We have 
emphasised for years that Fascism is a new 
form of the rule of monopoly capitalism: a far 
more absolute, tyrannous, violent and unlimited 
type of rule. Can there be any doubt that the 
victory of an imperialism of this new type would 
be a new phenomenon, differing from the victory 
of the older type of imperialism? A victory 
of the new Fascist type of imperialism would, 
in fact, be a total victory just as the regime is a 
total imperialism. We have evidence of the 
character of victories won by Nazi Germany 
in Czecho-Slovakia, Poland, Norway. They are 
total, involving the occupation, designed so far 
as is known to be permanent, of these countries. 
It is true that none of these countries were great 
Powers. Is there any substantial reason for 
supposing that the Nazi regime is not attempting 
to obtain a victory of the same total type over the 
British-French imperialists? The Nazis pro¬ 
claim that they intend the total conquest and 
occupation of this country, and I see no reason 



WHY THE EMPIRES FIGHT IJJ 

to disbelieve them. Nor do I see any reason 
for supposing that a German occupation of the 
country would or could have a character different 
from the German occupation of Poland, Czecho¬ 
slovakia, etc. Those who raise this issue are 
often accused of ‘ horror-mongering ’. But this 
accusation does not appear to be an argument: 
nor, so far as I know, is any evidence produced 
to show that a victory of Nazi imperialism over 
Britain and France would not bear this total 
character. The first clear argument I have 
heard in this connection is your own point that 
the Soviet Union will never permit of a German 
conquest of Britain. I cannot say that I find 
it convincing. I should have thought that (i) 
it would be exceedingly difficult for the Soviet 
Union in such circumstances to stop a triumphant 
Germany, (2) that we should be gambling on 
the chance that a revolution could be carried 
through here while the war was still being waged; 
that Germany could be prevented from getting 
total victory while the revolution was occurring; 
and that the Soviet Union could then enter the 
war on the side of a revolutionary Britain. 
That seems a very long shot. Is it not far more 
probable that the Soviet Union, quite legiti¬ 
mately it might feel, would in such circumstances 
turn its attention to Asia ? 

“ No, I am afraid that your point is, curiously 
enough, an instance, from a very different 
point of view, of the old business of relying on 
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the Red Army to get us out of our troubles! 
I think that we ought to face the fact that 
if we work for the defeat of our own bour¬ 
geoisie in this imperialist war, it problably means 
their total defeat, involving a complete Nazi 
domination and occupation of this country, with 
all that that entails. Some people may not 
flinch from the logic of this position. They may 
look forward to the decisive victory of Hitler 
and agree that the possibility of establishing a 
socialist Britain as a result of the defeat of the 
British imperialists might be slight. Yet they 
may be determined to offer no resistance to the 
Nazis until and unless a Soviet or working- 
class regime is in power in Britain. Such people 
are living in the world of the nineteenth century, 
when it was conceivable that a levee en masse 
might drive out an invader who had subdued 
half the country. Who can doubt that if we 
leave resistance to Hitler till the British workers 
are in power in Wessex and the German armies 
are at the Pennines, our resistance would, in 
modern conditions of air and motorised warfare, 
be nominal? 

“ I put this point to someone, and received 
the answer that, well, yes, it might be that a 
revolutionary socialist regime could only endure 
in Britain as long as the Paris Commune (100 
days), and then be suppressed by the Nazis, 
but that that could not be helped. Those who 
argue in this way are undoubtedly logical. 
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They know what they are doing, and they have 
no hesitation in pursuing a policy which would, 
if it succeeded, be almost certain to put the 
British and French working classes under Nazi 
rule. They do so for the sake of the world¬ 
wide repercussion which the defeat of the British 
imperialists would set going. If you are really 
convinced that not only are you now prepared, 
but that you still would be prepared, if and 
when it came to the point, to follow a policy 
which almost certainly involves the decisive 
conquest of the British people by the Nazis, 
then you are entitled to accept this policy. 
But no one who has not faced these facts has any 
right to do so. 

“ ( b) The second political difference between 
our situation and that which confronted Lenin 
in 1914-1917 is the difference between British 
and French imperialism today and Russian 
Tsarism of that time. Russian Tsarism, as Lenin 
wrote at the time, was incontestably the most 
reactionary force in the world. You may be 
inclined to answer that British and French 
imperialism are the most reactionary forces in 
the world today. After thinking as carefully 
as I can over the matter, and trying to allow for 
nationalist prejudices in myself, I cannot really 
see how we can take that view. Think of all 
the things which we said both about Fascism 
and what it has done to the German workers, 
and also of what we said about the value of all 
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the democratic rights and liberties which the 
French and British peoples have won in bitter 
struggle over the last 300 years. You may tell 
me that, nevertheless, on a world scale, the 
British and French Empires are the main re¬ 
actionary forces, barring the way to the emancipa¬ 
tion and progress of the Colonial peoples. Un¬ 
questionably these Empires, as a whole, have 
that character. But even here we should err 
disastrously if we lose touch with realities. Let 
me give an example from personal experience, 
quite unimportant in itself, but significant, 
because it is representative of an aspect of the 
situation which we tend to ignore. I travelled 
back from America just over a year ago with 
a negro doctor from West Africa. He was a 
thoroughly emancipated man, a firm friend of 
the Soviet Union, a man determined to secure 
the emancipation, independence and progress 
of the West African peoples. But he corrected 
me very sharply when I implied that I con¬ 
sidered that even the dependent British Empire was 
a wholly reactionary force. He made it clear that 
in his view British rule not only had played, but 
was still playing, a progressive role for his people. 

“ I am aware that West Africa is an exceptional 
case. But what is going to be the reaction of 
the native peoples, not only of West Africa, but 
of most of the British Colonies, if we now tell 
them, not only that the British Empire is a 
reactionary force, with which the great majority 
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of them will heartily agree, but that it is a more 
reactionary force than German imperialism? 
After all, they have not forgotten, if we have, 
Hitler’s views on the colonial races as ‘ only 
anthropoids by birth If we tell them that we 
are doing nothing to prevent the defeat of Britain 
at the hands of Hitler, which defeat would 
almost certainly be followed not only by the 
enslavement of the British people, but by the 
re-enslavement of the Colonial peoples, after, 
perhaps, a brief interval of freedom, by the 
triumphant Nazis, who would, of course, conquer 
for themselves a gigantic Colonial Empire, and 
would have no difficulty, with their unchallenged 
army, navy and air force, in crushing instantly 
all colonial resistance. Certainly this is no 
reason for the Colonial peoples, and above all 
for India, to refrain from using this opportunity 
to free themselves from both Imperialisms. But 
it is, in my view, a very important reason why 
neither they nor we should give the impression 
that we are indifferent to the victory of German 
imperialism. My view is not important, but 
what is important is that decisive masses of both 
the workers at home, and of important sections 
of the Colonial peoples also, have given un¬ 
mistakable evidence that they do not, and will 
not, look on British imperialism as the most 
reactionary world force: that they cannot work 
for its defeat if that defeat involves the total 
victory , of Nazi imperialism. 
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“ (c) The third difference in our situation is 
military. The technique of warfare has changed 
in important ways since 1914-1918. I think 
we shall find that no state can now be decisively 
defeated and survive as a fully independent 
state—as could France in 1870, for example. 
This was just barely possible for Germany in 
1918. But I think that the evidence suggests 
that air warfare, army mechanisation, etc., 
make the continued independent existence of 
any state suffering total defeat today, impossible. 

“ Again in this connection there is an obvious 
geographical difference between Britain and 
Russia. Whatever may be the facts in the 
case of other nations, it is clear that Britain 
cannot survive as an independent, self-determin¬ 
ing entity if the command of the seas round 
her has fallen into the hands of any outside 
organisation. No contrast could be greater 
than with that of the geographical position of 
Russia at the signing of the Brest-Litovsk Treaty. 
As you pointed out the other night, Lenin said 
that he would make peace even if it involved 
his retreat beyond the Urals to Siberia. I 
didn’t want to argue the point then, but if you 
think of it, this supports my view, not yours. 
The point I am making is that Lenin could make 
a Brest-Litovsk peace because he had a Siberia 
to retreat to. We have not. 
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“ Have We Something to Lose ? 

“ Based on these objective differences between 
the situation presented by this imperialist war 
and the last, are important subjective differences 
between the ways in which the British (and I 
strongly suspect the French) people are bound 
to think, and, what is more important, feel 
about this war, and the way in which the Russian 
people felt about the last war. Why, for example, 
do I write that I should be deceiving both 
myself and you if I pretended that at heart I 
had the same attitude to the war as you expressed ? 
It is because, although I repeat that I can see 
as clearly as you can that this is an inter-im¬ 
perialist war, it is physically impossible for me 
to feel indifferent about its outcome: to feel 
indifferent as to whether the Nazi imperialists 
beat the British-French imperialists, or vice 
versa, or, more, to wish and work for the defeat 
of the British-French, and the victory of the Nazi, 
Imperialists. 

“ That is very natural in my case; any middle- 
class man like myself has obvious objective 
reasons to make him feel like this. And in 
spite of your flattering remarks about my powers 
of leadership and exposition, it is very unim¬ 
portant. But what is ^//-important is that a 
decisive proportion of the workers give un¬ 
mistakable evidence that they feel the same way. 
I need not rehearse the evidence that the decisive 
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part of the British working class is no more 
able than I am to feel indifference as to which 
set of imperialists wins, still less to wish for the 
defeat of their own imperialists and the victory 
of the Nazi imperialists. Is this because they are 
the dupes of imperialist propaganda ? I am 
afraid that, on the contrary, we are the dupes 
of propaganda if we believe that this is the 
main reason. No, the Government’s propa¬ 
ganda would have no basis on which to work if 
it were not for the objective considerations which 
I have tried to describe to you above. The 
British masses believed it when we told them, 
as we did every night over the past four years, 
that they already had certain things for which 
it was well worth fighting against Fascism. As 
a matter of fact they knew it already; and they 
know it still, even if some of us no longer tell 
it them, and even if some of us have forgotten 
it. The truth is that the British workers, when 
they grasp the fact that there really are people 
who hold such a view—which is not often— 
are profoundly alienated by what seems to them, 
and to me, the unnatural view that it does not 
matter to them whether Hitler wins this war 
or not. That is a view too flatly at variance 
with common sense for anyone to accept who 
has got anything, either material or by way of 
liberties, etc., to lose. There are British workers 
who have so little to lose that they can accept 
such a view. But the decisive part of the work- 
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ing class has a great deal to lose from a Nazi 
victory: and we are deluding ourselves if we 
think otherwise. 

(: In this connection, consider this aspect of 
the matter for a moment. I think we shall all 
agree that the Polish workers under Smigly- 
Ridz and Beck were some of the very worst 
off, most exploited, most wretched workers in 
Europe. Yet is it possible, even in their case , for 
us to say that it has turned out that they had 
‘ nothing to lose 5 by the conquest of their 
imperialists by the Nazi imperialists? The 
matter has been put to the test, and now hundreds 
of thousands of Polish workers are scattered over 
Germany, with the letter ‘ P ’ clearly marked 
upon their shoulders, so that no German should 
fail to know who they are and so inadvertently 
break the decree by which it has been made a 
penal offence for any German to speak kindly, 
or to show any sign of friendship, to them. They 
have been forcibly separated from their families, 
drafted on to the German fields and concentra¬ 
tion camps, as a class of slaves in the most precise 
sense of that term. How is it possible to say 
that even they have lost nothing by the victory 
of the Nazi imperialists over their own im¬ 
perialists—as it undoubtedly was both possible 
and true to say that the Russian workers would 
lose nothing, and indeed stood to gain much, 
by the victory of the Kaiser’s imperialists over 
the Tsarist imperialists? But if it is impossible 
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to deny that even the Polish Avorkers, who 
seemed to have little enough to lose in all 
conscience, have in fact been horribly degraded 
by conquest at the hands of the Nazis, how can 
we dare to pretend that the British and French 
workers, who have incomparably more to lose, 
would not suffer a frightful degradation by a 
Nazi Conquest? 


“What Should Our Policy Be? 

“ Does all this mean, then, that the British 
workers must blindly support the policy of the 
British imperialists, and that nothing can be done 
about it? It means nothing of the sort. A 
really important section of the workers, at any 
rate, have begun to suspect the motives for which 
•our imperialists, as opposed to the people of 
Britain, are waging the war: have begun to see 
the utter hopelessness of the prospect of an un¬ 
ending series of world wars for partitioning and 
then repartitioning the world, which is all that 
capitalist imperialism holds out to us. An 
immense opportunity exists, for the first time, 
of breaking the solidarity of a really important 
section of the British workers with their own 
imperialists. But that opportunity is being missed. 
For any propaganda which neglects, and indeed 
denies, all the factors which I have mentioned 
above, makes itself repulsive to the predominant 
mass of working-class opinion. Such representa- 
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tive workers are driven back to the support of their 
own imperialists because the defeatist policy, 
which they cannot possibly accept, seems to them 
to be the only alternative. 

“ May I put this point to you? Why do you 
think that the Government has not stopped this 
type of propaganda? The British governing 
class, as we often remark, is not foolish in such 
matters. If it considered that this line was having 
any appreciable effect, it would not hesitate to 
prevent it being propagated. Can there be 
doubt that after careful study of the effect of the 
present line, in the factories, at by-elections, etc., 
the Government has come to the view that those 
who strike this note will achieve nothing except 
to alienate the main mass of the workers and drive 
them back to the imperialists? Naturally the 
Government feels no urgency in suppressing such 
a propaganda. 

“ Moreover, there is another reason for the 
reactionaries to be tolerant of propaganda which 
appears to be indifferent to defeat at the hands 
of the Nazis. I realise that, as you suggest in 
your letter, this is merely a way by means of 
which it is hoped to mobilise the people, not only 
against the war, but against the policy of the 
present Government. It is hoped, as you put it, 
that the dialectical effect will be to get, not a 
patched-up, drawn peace between the two im¬ 
perialist camps, but the overthrow of all the 
imperialists. But what if (as we all agree to be 
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the case) an important section of the French and 
British imperialists are looking to a patched-up 
peace with their Nazi rivals on an anti-Soviet 
basis? Is there not a good deal to be said from 
the point of view of the extreme reactionaries 
of both Britain and France for allowing a ‘ stop the 
war ’ campaign to be carried on? Might it not 
be very useful to them to have had the resolution 
of the people to resist Fascism, or to prevent a 
large-scale deal with Fascism, confused in this 
way ? 

“It is in relation to this basic question of 
the proper attitude for socialists to the war, 
and to the possibility of peace, that the present 
great new series of German aggressions is most 
important. 

“ Today the first necessity is to beat off the 
Nazi attack. This is not to say that in the event 
of our succeeding in beating off the Nazi attack 
the question of what kind of peace we must fight 
for will not re-emerge as the supremely important 
question of the hour. Moreover, even now, in 
the midst of this desperate grapple, which it is 
not in the least a piece of capitalist propaganda, 
or horror-mongering, to call a struggle for 
existence, the political issue of the type of world 
settlement which Britain is prepared to make 
retains urgent importance. For one part of that 
settlement is still in the control of the British 
Government. If the British Government can be 
forced to show willingness to settle those parts 
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of the world now under its control on a non- 
imperialist basis, it will have a most important 
effect on the outcome of the military struggle. 
The crucial case remains that of India. It may 
well prove impossible to beat off the assault of 
Nazi imperialism unless the British Government 
will come to terms with Congress. Hence those 
of us who believe that the assault must at all costs 
be beaten off are far more determined to stx uggle 
to force the Government to meet the demands 
of Congress, even than those who are against 
resistance to Hitler. Again, if, but only if, we 
succeed in beating off the Nazi assault, the issue 
of the peace settlement will become of the first 
importance again. The character of the war 
may change again. It may be indispensable to 
devote all our forces to preventing a second 
Versailles. But to suggest that this is the issue 
today, with the balance of force so obviously 
upon the Nazi imperialists’ side, would be only 
too pathetically deluded. 

“ Again, in the event, but only in the event, 
that the Nazis’ assault can be beaten off, the 
recent change of Government in this country 
can become politically significant. It is ex¬ 
ceedingly foolish to protest that the Labour 
representatives in that Government must always 
be powerless prisoners of the British imperialists. 
What those representatives are, and do, will be 
largely determined by what leadership is given 
to the movement outside, and by the consequent 
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pressure that is put on them. Already the point 
has been reached where the British governing 
class has had to confess that it cannot rule against 
the Labour movement, or without the Labour 
movement. Undeniably this places very great 
power in the hands of Labour. If—but, I repeat, 
only if—Britain survives as a self-determining 
entity (and it can only do so by defeating the 
Nazi attack), the Labour movement will have ten 
times more power to prevent a reactionary super¬ 
imperialist world settlement than it had in 1918- 
1920. Even at that period the British Labour 
movement, as we so often recall, succeeded in 
changing world history by putting a stop to the 
British assault on the Soviet Union. If Britain 
remains independent it will have far more power 
tomorrow. But today our life-and-death task 
is to prevent a finally decisive, German domina¬ 
tion of the world. 

“We may not feel optimistic about the pros¬ 
pects of vigorous resistance to the British im¬ 
perialists on the part of the official leaders of the 
Labour movement. But it is our job to create 
a movement which makes such resistance in¬ 
evitable on their part. Again the example of the 
last war is relevant. Arthur Henderson may 
not have wanted to resign from Lloyd George’s 
Government on the issue of the Russian revolu¬ 
tion. But he knew that the movement made it 
necessary for him to do so. And he did resign. 
At that time, however, Labour’s hold on the 
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Government was so slight that for a time the 
British imperialists were able to push on with 
their policy unchecked (though I repeat that 
in the end it was the opposition of the British 
Labour movement which decided the issue and 
prevented, in the decisive instance of Russia, 
the British imperialists from carrying out their 
plans). Today Labour’s power is far greater. 
Therefore our task is to see to it that that power 
is used strongly enough and early enough to 
decide the issue of the world settlement. To 
turn away from the Labour movement as ‘ hope¬ 
less ’ would be the most appalling defeatism 
imaginable. It would be to give up the vast, 
powerful and growing main body of the organised 
workers of Britain as useless to the cause of pro¬ 
gress. And however much it may be denied 
verbally, a policy of non-resistance to the Nazi 
assault objectively involves just this turning away 
from the main body of the movement.” 

These were, and are, the reasons which convinced 
me that the first and indispensable task of every 
socialist was, and is, to prevent the conquest of his 
country by the Nazi imperialists. 

The fall of France, which has occurred since the 
above letter was written, has confirmed me in this 
view. On the other hand, it would be a most 
dangerous delusion to suppose that in the somewhat 
remote hypothesis of a total victory for British 
imperialism any of the world’s problems would be 
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solved. Even a total victory for British imperialism 
would have, it is true, far less catastrophic conse¬ 
quences for the progressive and working-class 
forces of the world than a total Nazi victory; 
for British imperialism is not in that vastly intensified 
stage of its development, which we call Fascism. 
What is immediately, here and now, in question is 
the maintenance of the independence of these 
islands, so that the very possibility of the transforma¬ 
tion of Britain into a socialist society is preserved. 
That transformation alone will solve the problem 
of permanent peace and the other agonising prob¬ 
lems of our epoch. The purpose of this book is to 
show that these problems cannot be solved either by 
the type of union which is at this moment being 
forced on Europe by Nazi power of conquest, 
or by the type of Federal Union which might have 
been imposed on Europe by a British-French 
victory, and might still be imposed by a British, 
or British-American, victory in the event of the 
imperialist forces in Britain not encountering 
adequate opposition from the British people. 

But if only we do our duty in preventing a total 
Nazi victory, it is most unlikely that the war will 
end in the total victory of any one imperialism, 
or combination of imperialisms. The Soviet Union 
has already become a vitally important factor in 
the situation. The gigantic movements of national 
revolt in India and China are already playing an 
increasing role. If a total Nazi victory is prevented, 
any purely imperialist peace in which the world 
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is simply re-divided between the Empires is almost 
impossible to envisage. 


Federating the Tigers 

In these three chapters our purpose has been to 
grasp the character of contemporary Empires. 
We have sought to account for their behaviour, 
which we had previously observed, by studying 
their internal social and economic structures. Now 
that we have seen what they are like we can see 
why they behave as they do. We see that by their 
very natures they are expansive and aggressive 
organisms, able to exist only by means of behaviour 
which must inevitably cause them periodically to 
collide with each other. To talk glibly of federating 
such organisms, so long as their essential natures 
and structures remain unchanged, is about as 
realistic as to talk of federating a cage full of 
tigers. 

There is, however, just one way in which a cage 
full of tigers can be, in one sense, federated; that is 
for the largest tiger to eat the others. As we have 
seen, that was just about what Federal Union, 
in its original American version as put forward 
by Mr. Streit, amounted to. The striped tiger, 
the U.S.A., the largest and strongest animal in 
the whole zoo, should, it was suggested, eat the 
others. We have seen, however, that this was a 
proposition remote from the realities of the moment 
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or modified, British-French, version of Fedaal 
Union came into being. This would have meant 
that the two medium-sized tigers—Britain and 
France—should, as it were, cat each other! (Britain, 
as appreciably the larger and stronger on the whole, 
would, no doubt, have eaten France rather than 
vice versa.) Then they should devour whatever 
little tigers—for example, Holland, Sweden Den¬ 
mark, Belgium, Norway, New Zealand, South 
Africa, etc.—they could get hold of. The resultant 
combined animal would, it was optimistically sug¬ 
gested, have been large enough to face the striped 
tiger in the west, to hold down the German tiger, 
which, it was supposed, would have been defeated 
and killed in the meantime, and, above all, to deal 
with the organism of a fundamentally different 
type which had grown up in the East: to deal with, 
to pursue our zoological metaphor, the Soviet 
elephant in the East. 

With the collapse of France this version of Federal 
Union has gone with the wind. For an instant 
it knocked at the door of history when Mr. Churchill 
made his offer for the fusion of Britain and France, 
the offer which brought down the Reynaud Cabinet 
and was refused by Petain, Baudouin, Laval, etc., 
in favour of surrender to Germany. Instead we 
have the Nazi form of union, in which the tiger 
with the Swastika brand on its flank has eaten 
the other animals of Western Europe. This no 
doubt is the most openly brutal, violent and wholly 
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forcible form which the union, or merger, of capitalist 
states could possibly have taken. I for one believe 
it to have been by far the worst way in which the 
union of the European states could have occurred. 
Indeed, it remains to be seen whether this form of 
union is not so repulsive to the peoples of Europe 
that it will prove unstable. But both the Streit- 
American, and the modified British-French pro¬ 
posed unions, were at bottom polite, discreet., and 
undoubtedly preferable, forms of the same thing. 
They were all, that is to say, different versions of 
that one thing, a merger of capitalist states. Nor 
would any form of Anglo-American co-operation, 
from the loosest to the very entry of Britain into 
the American Union, which may result from a 
joint effort at self-defence against the Nazi European 
merger, be anything but a merger of capitalist 
states; nor would it be without its aspect of forcible 
absorption of the smaller state (in this case Britain) 
by the larger state (in this case America). This 
does not mean that such Anglo-American co¬ 
operation, including, possibly, complete union, 
would not be a desirable thing, and may not 
turn out to be a thing necessary to the simple 
survival of Britain and America as independent 
societies of any kind. But it does mean that such 
co-operation, or union, so long as it remained a 
union of capitalist Empires, could not solve our 
problem—the problem of permanent peace for 
the world. That problem cannot be solved by 
any merging together or rearrangement what- 
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soever of capitalist states and Empires. It can 
only be solved by the transformation of their 
internal economic and social structures, so that 

they no longer remain capitalist states and 
Empires. 



Chapter Eight: THE ECONOMICS OF 
FEDERAL UNION 


Guns or Gardens? 

Now that we have grasped the nature of those 
Empires whose struggle dominates and devastates 
the world, we are in a position to examine what 
would be the condition of the world if Federal 
Union could ever be brought about. 

We have seen that Federal Union, in its original 
Streit-Curry form, would mean, in the last resort, 
the domination of the world by the United States 
of America. (Just as modified Federal Union 
would have meant domination by Britain and 
France, and the Nazi Union, would mean domina¬ 
tion by Germany.) There may be readers who 
will reply: “Well, and what is there so terrible 
about that? After all, as Governments go, the 
American Government is democratic and progressive. 
Is not there something to be said for surrendering 
the domination of the world (and, after all, the 
British, French and other peoples would play 
some part in the business) to the United States? 
At any rate, if this is the price of peace, is it not well 
worth paying ? Is not almost anything worth while 
which will produce world peace, more especially 
if world peace will mean world prosperity and 
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us that it will." 

At first sight one may be tempted to have a good 
deal of sympathy with this argument. I, foi my 
part, would readily agree that there are many 
imperialist Governments worse than that of the 
United States. I would agree, further, that, if 
the world rule of American capital (for that is what 
it would be in essence) could bring us world peace, 
together with world economic progress, it would be 
well worth paying a high price for it. 

It is, however, imperative to examine the claim 
that either an American world Empire, built on 
Streit-Curry, Federal Union lines, or any other of 
the versions of Federal Union which we have 
reviewed, would produce economic progress and 
prosperity. This brings us to the whole subject 
of the economic ideas of Federal Unionists. Though 
they would both, no doubt, deny that ideas must 
have an economic basis, both Mr. Streit and Mr. 
Curry base their proposals on a particular, though 
never very clearly formulated, view of economics. 
That view is very simple and, to be quite frank, very 
naive. Let us examine it. 

At the beginning of Mr. Curry’s book, for example, 
he tells us that wars are incredibly costly things. 
From this undeniable fact Mr. Curry goes on to 
assume that if wars can be abolished, the savings 
will automatically be devoted to the pursuits of 
peace and progress; to, in a word, raising the 
standard of life. He writes: 
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“ It is hard to assess the economic cost of a war, 
and the estimates therefore vary, but the most 
accurate estimate for the last war is probably 
that reached by the Carnegie Endowment for 
International Peace. According to them, the 
total cost of the war to all the belligerents 
was seventy thousand million pounds. That 
is a total that beggars the imagination. Let 
us think of it in terms easier to grasp. 
£70,000,000,000 is approximately £10,000 for 
every family in England. At 4 per cent, that means 
£400 per annum. For such a sum, therefore, 
every family in England could be endowed on a 
scale substantially in excess of its present standard 
of living. For a hundredth part of such a sum, 
every slum in the world could be rebuilt, every 
town equipped with proper hospitals and schools. 
If mankind were prepared to raise and spend 
any such sum on constructive endeavour, this 
whole planet could become a garden.” (W. B. 
Curry, The Case for Federal Union, pp. 21-22.) 

It is true that in this passage Mr. Curry puts in 
the conditional clause that the world could be 
turned into a garden, if mankind were prepared 
to spend such a sum on constructive endeavour. 
But, as we shall see from further quotations, Mr. 
Curry, and Federal Unionists generally, habitually 
imply that, having abolished war, the vast sums 
thus saved would automatically and without a 
change in our economic and social systems, be 
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devoted to the purposes of peace. Mr. Curry 
writes: 

“Now there are some things we really do want. 
Think of the inroads on poverty, ignorance, 
and disease that could be made with those 
thousands of millions we are spending on arma¬ 
ments ! Every slum in the world could be cleared 
for a fraction of this total. Think of what one 
per cent, of it would mean to medical research ! 
Why then, in the free exercise of our sovereign 
right to do what we like, don’t we spend the 
money on education or houses or social services ? ” 
(W. B. Curry, The Case for Federal Union , p. 78.) 

He answers his question by saying that we cannot 
spend the money in this constructive way because 
our fear of foreigners inevitably, so long as national 
sovereignties exist, compels us to spend it on arma¬ 
ments and war. If only, then, he implies, national 
sovereignty did not exist we (that is to say com¬ 
munities of our type) would spend the money on 
constructive purposes. 

Mr. Streit makes the same assumption. He 
claims that Federal Union would soon cure un¬ 
employment : 

“ The Union promises to reduce unemploy¬ 
ment to where it would be no grave problem, 
where it could be handled like other predictable 
accidents through normal insurance methods. 
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The Union would do this by freeing trade, 
stabilizing money, lowering costs, reducing arma¬ 
ments, guaranteeing political security, eliminating 
the war danger, diverting into healthy channels 
the billions now being wasted, cheapening and 
speeding communications and making the worker 
and his product far more mobile, restoring con¬ 
fidence and opening vast new enterprises. If 
the problem of unemployment cannot be solved 
along these lines it would seem indeed insoluble.” 
(C. K. Streit, Union Now, p. 228.) 

Here we see that Federal Unionists believe that 
the mere act of political union, with the enormous 
reduction in Government expenditure on arma¬ 
ments thus made possible, would, in some not 
clearly defined way, abolish unemployment. The 
only hint which I can find in Mr. Streit’s book 
of how it would do this is on page 221 in which 
he says: 

“ The only hopeful way of stopping the arms 
race without dangerously upsetting world and 
national economy is to stop it in a way that 
greatly stimulates confidence in peace and strongly 
encourages production.” (G. K. Streit, Union 
Now, p. 221.) 

It is, then, essentially the “ confidence ” which 
the formation of Federal Union would engender 
which is to do the trick of curing unemployment 
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in a Federal Union of capitalist slates. It is vital 
to examine this bdief-it is hardly an argument~ 
on the part of the Federal Unionists, and to see 
what are the implications lying behind it. For I 
fear that Federal Unionists have themselves so far 
failed to think out the real meaning of what they 
are saying. The, I imagine, largely unconscious 
assumption on which the Federal Unionists are 
working appears to be this: “ Clear away the fear 
of restrictions to trade caused by national sovereign¬ 
ties in the Federal area, and reduce Government 
expenditure on armaments by many hundreds of 
millions of pounds a year; then the private 
capitalists—* the entrepreneurs as the economists 
call them—both individual and corporate, will be 
so encouraged that, seeking a profit, they will 
launch out on all sorts of enterprises. Thus they 
will give employment to the entire population.” 

We should, I am afraid, be flattering the Federal 
Unionists if we suggested that they had clearly 
realised that this—i.e., an increase in the activities 
of entrepreneurs seeking a profit—is the only way 
in which employment can increase in an unmodified 
capitalist society. Mr. Streit’s and Mr. Curry’s 
books both show that their authors vaguely and 
confusedly assume that somehow or other the mere 
fact of the formation of a Federal Union, with its 
greater probability of peace, would increase em¬ 
ployment. They make no attempt to give pre¬ 
cision to their economic ideas. They give us no 
indication that they have grasped the two simple 
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propositions: (i) that in an unmodified capitalist 
society the level of employment can only rise if the 
entrepreneurs increase their investment of money 
in new enterprises of all sorts; (2) that the only 
reason that can prompt entrepreneurs to do this 
is the expectation that by doing so they will earn 
increased profits. 

Once we have faced these simple and—once they 
are stated—obvious and undeniable facts, wc have 
secured a rational method for judging whether the 
establishment of a Federal Union would in fact 
“ solve the problem of unemployment ”, as Mr. 
Streit maintains. Moreover, as we have seen, 
“ the problem of unemployment ” is a most in¬ 
adequate name for the central and decisive evil, 
for that “ abomination of desolation ”, that frightful 
condition of stagnation which, with war, is the 
supreme evil of our times. The question boils down 
then simply to this: Would the establishment of 
a Federal Union increase the expectation of profit 
on the part of the entrepreneurs within it? If it 
would, then, undoubtedly, it would tend to increase 
economic activity, and so bring some, at any rate, 
of the benefits which are claimed for it. But if 
not, not. It is, to say the least of it, irresponsible 
of the Federal Unionists not to have so much 
as realised that this is what they are really claiming 
for their proposal: that unless they can show that 
the capitalist entrepreneurs would find it profitable 
“ to turn the world into a garden ”, there is no 
reason to suppose that a penny of the millions 
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which would be saved by reductions in armaments 
would in fact be spent on this, or any other , of the 

constructive tasks of peace. 

We must first notice that what Federal Unionists , 
in their economic innocence, suppose would be the 
chief factor in increasing employment would in 
fact act in exactly the opposite way. Let us 
suppose that the newly formed Union was able 
to cut down the total expenditures on armaments 
of the federated Governments by, to give an 
arbitrary figure, £3,000 million a year. This 
would mean that public bodies in the federated 
area would, after federation, be spending, other 
things being equal, £3,000 million a year less than 
before federation. Now, it would be only if, 
instantly and without hesitation, the profit-seeking 
entrepreneurs in the Federated area increased 
their expenditure, or investment, on new enter¬ 
prises of all sorts by £3,000 million a year that 
employment could even be sustained at its old 
level! In other words, the establishment of Federal 
Union will in itself do nothing to get capitalism 
out of that fatal impasse which we have described 
in previous chapters. The capitalist economic 
system is running down because its essential 
driving force, the expectation of profit, is being 
remorselessly weakened by the accumulation of 
capital itself. The world is being shattered by 
capitalists’ desperate and convulsive efforts, ranging 
from restrictive, destructive monopoly at home, 
to imperialist aggression abroad, to find a way 
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out. The very policies which have played such 
havoc with our lives; the policies which have 
produced chronic unemployment, the actual de¬ 
struction of both the means of production and of 
finished goods; the forced export of capital, leading 
everywhere to imperialist domination, rivalry and 
war, are precisely the policies into which capitalism 
has everywhere been driven, not merely, and 
not today mainly, in search for more profits, but 
above all in a desperate attempt to arrest the 
operation of the tendency of the rate of profit to 
fall. 

Now, Federal Union can do nothing which can 
alleviate this tendency. Indeed, by cutting off 
the one, though entirely pernicious, type of non¬ 
profit-seeking public enterprise which capitalism 
does allow—namely, armament manufacture—it 
must make the position much more acute. More¬ 
over, those very obstacles to trade—tariffs, quotas 
and the like—which Federal Unionists say that 
they would sweep away, were themselves set up 
as part of the effort of the capitalists to keep up 
the rate of profit! For the real object of all 
these measures is to produce an artificial scarcity, 
so that production can still be profitable. Sweep 
them away and, truly, you would make possible 
a new plenty for all mankind. But the second 
that that plenty began to come into being it 
would so depress the expectation of profit that 
what you would get would be, not plenty, but 
stagnation; not the promised period of uninterrupted 
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progress, but the hatefully familiar “abomination 
of desolation 

Now, all this is not some questionable “ theory ” 
which may or may not be true. It is a straight¬ 
forward report on the actual facts of experience. 
During the earlier part of the twenty years 
peace, from 1919 to 1939, a certain degree of 
plenty did begin to appear, in some parts of 
the capitalist world—in America in particular, 
of course. Almost at once the blight of stagna¬ 
tion descended upon the land. The expectation 
of profit had been fatally weakened. The truth 
is that Federal Union, if it could be achieved, 
would turn the world, not into a garden, but into 
a desert. 

For a few years, it is true, the removal of tariff 
barriers might give the industries of the strongest 
states of the Federation a period of prosperity. 
The American motor industry might well boom 
at the expense of the British and French motor 
industries. British and French textiles, produced 
by cheaper labour, might enjoy prosperity at the 
expense of the American textile industry. But 
after a short time, and even if these prosperous 
industries more than counterbalanced the de¬ 
pression which must take place in the industries 
which were being eliminated, the very successes 
of the prosperous industries must bring their 
nemesis. They would accumulate vast new masses 
of capital. These masses of capital would seek 
re-investment and, doing so, they would push 
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down the rate of profit, and general stagnation 
would reappear. 

Two objections to this gloomy picture will, of 
course, occur to the reader’s mind. In the first 
place, he may argue, as would Mr, Curry, I think, 
that the money at present spent on armaments 
would not be saved in the above sense, and taxation 
and state borrowing proportionately reduced. On 
the contrary, the Government would raise and 
spend the same amount of money as before, but 
now it would spend it on social services, slum 
clearance, etc., instead of upon armaments and war. 

We examine these possibilities below. But in 
fact they have little or nothing to do with the 
question of Federal Union. They are part of the 
question of the struggle for socialism. But let us 
notice at once that however beneficial a mere 
transference of expenditure from the purposes of 
warfare to those of welfare would be, it would not 
effect the level of employment one way or another. 
There is no reason to suppose that a pound spent 
on slum clearance gives more employment than a 
pound spent on armaments. Therefore in order 
that Federal Union should improve the level of 
employment in the least, the previously existing 
amount of arms expenditure on the part of the 
federated Governments would not only have to be 
maintained, by a pound for pound increase in 
welfare expenditure, as armament expenditure was 
cut, but the new Federal Government would 
have to spend more, on arms and welfare com- 
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bined, than the arms and welfare expenditure 
of the member Governments before federation. 
What we are really repeating, it is evident, is 
that the mere merging of a number of capitalist 
states and Empires into a Federal Empire can 
solve none of the problems which, as we have 
been at pains to describe, are driving us so 
rapidly to destruction. It would not alleviate, 
and it might actually make much worse, the 
internal stagnation which besets us: for though 
it would undoubtedly make some industries in 
some countries much more profitable, it would 
ruin others. Above all, it could do nothing to 
alleviate that pressure of new capital-seeking profit¬ 
able investment which is the basis of the disastrous 
collisions of the Empires. 


Federal Imperialism 

It may be objected that we are forgetting that 
Federal Unionists do not propose to do without the 
present method, by which, as we have seen, the 
capitalist States stave off the nemesis of declining 
profits: they do not propose to abandon those 
protected fields of investment provided by colonies 
and dependencies. Federal Unionists do not pro¬ 
pose to do away with the Empires of the federated 
States. On the contrary, they propose that they 
should be pooled in the possession of thp Federal 
Government. 

Why, realistic Federal Unionists may ask, should 
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not the whole populations of the Union find em¬ 
ployment in gigantic imperialist enterprises for the 
profitable development of the pooled Empires? 
This certainly is a more realistic possibility. Let us 
examine it. 

In the first place, we must notice that the main 
effect of the pooling of the Empires would, once 
again, be to favour America. The considerable 
markets, fields of investment, sources of raw 
material, contained in the French, British and 
Dutch Empires in particular, from all of which 
American capital is excluded today to a greater 
or lesser degree, would be fully open to America. 
(It is a neat—though very likely quite unconscious— 
point in Mr. Streit’s plan that since American 
imperialism operates, as we have seen, chiefly in 
South America, and has attempted—though not 
very successfully—to get along without acquiring 
the actual sovereignty of these states, its fields of 
investment would not be correspondingly opened 
up to British and French capital!) There is 
nothing in this which would stimulate imperialist 
enterprises in Britain, France and Holland. On 
the contrary, they would have to meet new and 
formidable American competitors. Indeed, the 
only things which could do so would be: (i) the 
elimination of the competition of imperialist rivals 
outside the Federation, and (2) some net addition 
to the colonial area of the Union as against that 
of the member states before federation. 

Well, it is quite possible that, if the great Streit- 
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Curry Federation could be formed, it could knock 
out its imperialist rivals—in this case Germany, 
Italy and Japan. What could be done with the 
vast productive resources of Germany I do not 
know. In the last analysis the only solution within 
the framework of imperialism would be physically 
to break to pieces their industries (just as “ re¬ 
dundant ” spindles and shipyards are broken up 
after a monopolistic merger) and to kill the in¬ 
habitants of these countries. If that could be done, 
the elimination of competition would no doubt 
raise the expectation of profit for the federated 
imperialists, and would therefore promote their 
enterprises. 

The same effect would be contained if new colonies 
could be acquired by the Federation. Now, there 
are only two really big areas left in the world which 
could be colonised. They are the Soviet Union 
and China. If the Federation could conquer the 
Soviet Union and China, one could imagine a 
sharp, though of course temporary, extension of 
imperialist enterprise. It is true that the Soviet 
Union itself is rapidly becoming an industrialised 
area, and therefore unsuitable in some respects 
for imperialist development. But there are still 
huge relatively undeveloped areas in Soviet Asia 
in which investment could be made highly profitable 
for a time. And the same is true to a far greater 
extent in China. If the “ merged ” imperialisms 
of France, Britain, America and the other “ founder 
democracies ” could destroy both their Japanese 
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rivals and the rising tide of Chinese nationalism, 
and could occupy and hold the whole of China, 
they could, no doubt, profitably invest many 
thousands of millions of pounds there. Indeed, 
the theoretical possibility of the inter-imperial 
exploitation of China has long been foreseen. 
Mr. J. A. Hobson has a famous passage on the 
subject (a passage quoted by Lenin) written in his 
prophetic work Imperialism , which was published 
forty years ago. Hobson comments on what the 
consequences would be of a joint exploitation of 
China on the part of the “ Western Powers ”, who 
had got together for that purpose. 

“ The greater part of Western Europe might 
then assume the appearance and character 
already exhibited by tracts of country in the 
South of England, in the Riviera, and in the 
tourist-ridden or residential parts of Italy and 
Switzerland, little clusters of wealthy aristocrats 
drawing dividends and pensions from the Far 
East, with a somewhat larger group of professional 
retainers and tradesmen and a large body of 
personal servants and workers in the transport 
trade and in the final stages of production of the 
more perishable goods: all the main arterial 
industries would have disappeared, the staple 
foods and manufactures flowing in as tribute from 
Asia and Africa. 

“We have foreshadowed the possibility of even 
a larger alliance of Western States, a European 



212 FEDERALISM OR SOCIALISM? 

federation of great powers which, so far from 
forwarding the cause of world civilisation, might 
introduce the gigantic peril of a Western parasitism, 
a group of advanced industrial nations, whose 
upper classes drew vast tribute from Asia and 
Africa, with which they supported great, tame 
masses of retainers, no longer engaged in the staple 
industries of agriculture and manufacture, but 
kept in the performance of personal or minor 
industrial services under the control of a new 
financial aristocracy. Let those who would scout 
such a theory as undeserving of consideration 
examine the economic and social condition of 
districts in Southern England today which are 
already reduced to this condition, and reflect 
upon the vast extension of such a system which 
might be rendered feasible by the subjection 
of China to the economic control of similar groups 
of financiers, investors, and political and business 
officials, draining the greatest potential reservoir 
of profit the world has ever known, in order to 
consume it in Europe. The situation is far too 
complex, the play of world forces far too in¬ 
calculable, to render this or any other single 
interpretation of the future very probable ; but 
the influences which govern the imperialism 
of Western Europe today are moving in this 
direction, and, unless counteracted or diverted, 
make towards some such consummation.” 


It is interesting to notice that Lenin in his book 
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Imperialism , writing in 1916, comments on this 
passage precisely in connection with the proposal 
to form “ a United States of Europe ”, which was 
the name given during the last war to what was 
fundamentally the same propaganda which now 
appears under the name of Federal Union. 

“ Hobson is quite right. Unless the forces of 
imperialism are counteracted they will lead 
precisely to what he has described. He cor¬ 
rectly appraises the significance of a ‘ United 
States of Europe ’ in the present conditions of 
imperialism.” 

It cannot be denied, then, that if the Streit-Curry, 
large-scale, Federal Union could be formed, it 
might for a time get out of the economic difficulties 
of stagnation which would beset it by destroying 
all rival imperialisms, or by conquering China 
and the Soviet Union and adding these vast 
territories to the already huge imperial domain 
which the members of the Federation possess. A 
total German victory might no doubt be expected 
to give the same results in the opposite and still 
more ruthless and pernicious form of a German 
World Empire. Then would appear the parasitism 
which Hobson foresaw with horror forty years ago. 
In either case there would then be consummated a 
new peace of death corresponding to the Pax 
Romana which was the last phase of the civilisation 
of the ancient world. It is not worth while to 
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spend much time in discussing the character of sucli 
an epoch, for, I repeat, in the real world of vast 
conflicts and complexities its attainment, for good 
or ill, is remote. But we may notice that even 
the vast addition of China and the Soviet Union 
to the exploitable Empire of the Federal Union or 
German World Empire would not permanently 
solve the problem of imperialism. As we have seen, 
capitalist imperialism cannot permanently rest 
content with even the largest Empire. It must 
have a continually expanding Empire. Therefore, 
the time would undoubtedly come when even China 
and Soviet Asia had been developed as fully as 
imperialist conditions allow; when the rate of 
profit began to fall disastrously again within the 
whole vast Federal area; when the last possibilities 
of maintaining a capitalist imperialism—an im¬ 
perialism, that is to say, based on the profit motive 
—would have been finally exhausted. Then, if the 
revolt of that half of the human race which lives 
in India, China and the Soviet Union had not 
long before destroyed the Federation, a new form 
of industrial feudalism, in which the production 
was carried on for the direct ends of the consump¬ 
tion of the parasitic population of the Union, and 
not for profit—not, that is to say, for the sake of 
the accumulation of capital—would have become 
necessary. But these are somewhat academic 
speculations. 



Chapter Nine: SO WHAT?—SO 
SOCIALISM 

Is Socialism Necessary? 

What, then, are we to do? Federal Union turns 
out on examination to be a scheme for the fusion 
or merging of some or all of the states and Empires 
of the world without changing their nature. As 
such it can offer no cure for the desolation to the 
world. If, then, this is a false light, what is the 
way out from the intolerable epoch in which we 
live—the epoch of imperialist war ? 

The way out is for us to build an economic system 
not dependent upon the profit motive. That is 
what we have to do. Only so can we escape from 
that chain of cause and effect which we have traced 
in preceding chapters. It was the dependence of 
the economic system upon the profit motive which 
set in motion that whole gigantic and complex 
process of monopolistic restriction at home and 
imperialist aggression abroad which has produced 
the nightmare world in which we live: the world 
of periods of “ peaceful ” economic stagnation, 
punctuated by the sharp agony of war; the world 
of the abomination of desolation alternating with 
the abomination of destruction. 
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What, then, is socialism ? Socialism can be quite 
legitimately defined as one of the economic systems 
in which production is carried on independently of 
the profit motive. But if we define it so, we must 
see that this involves all the other and familiar 
features of socialism. And we now know, not as a 
matter of theory, not as a prophecy, but as a plain, 
straightforward report on the facts, that today 
running the industries of the country for profit leads 
to monopoly and stagnation at home and imperial¬ 
ist war abroad. 

This is why socialism is necessary. This is why 
no juggling with the present world pattern of 
capitalist Empires, no splitting them up into smaller 
units nor federating them into bigger units, no 
pooling of their colonies nor re-dividing of their 
colonies as between one Empire and another, will 
rid the world of its agony. Nothing can do that 
which leaves the character—-the basic social and 
economic structure—of the Empires unchanged. 

Federal Unionists do not usually specifically deny 
the necessity of socialism. For the most part they 
give no indication that they are aware of the exis¬ 
tence of the economic analysis which has been briefly 
reviewed in these pages. In the case of Mr. Streit 
this is, I think, simply because he has never heard 
of it. No doubt Mr. Streit knows that such a thing 
as socialism exists, and that socialists do not like 
capitalism. But he has taken care never to acquaint 
himself with the nature of the socialist case. Mr. 
Curry, on the other hand, seems to feel that there 
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may be a socialist critique of Federal Union, which 
he ought to meet. He writes: 

“ Whether we want socialism, and, if so, how 
much and of what kind, is a matter on which 
opinions endlessly vary, but there can be. no 
doubt that other forms of social order are work¬ 
able. The issue is not therefore vital in the same 
sense that the issue of world order is vital. Man¬ 
kind is not faced with the immediate alternative, 
socialism or disaster.” (W. B. Gurry, The Case 
for Federal Union , p. 178.) 

We may compare this with Lenin’s famous state¬ 
ment made over twenty years ago: 

“ Outside of socialism there is no salvation for 
mankind, from war, hunger, and the further 
destruction of millions and millions of human 
beings.” 


Lenin’s Picture of Imperialism 

In these two statements the Federal Unionist 
and the socialist points of view are as sharply con¬ 
trasted as possible. Lenin was convinced that 
outside of socialism the world must continue in its 
agony. For he accepted the description, analysis 
and argument which we have attempted to give in 
preceding chapters. Indeed, Lenin did not accept 
all this. It was he who first clearly and explicitly 
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stated it. This analysis of how the development of 
capitalism must lead to monopoly at home and 
imperialism abroad is, indeed, implicit in Marx. 
But Marx wrote his works before capitalism had 
passed into the monopolistic and imperialist stage 
of development. It was left for Lenin to describe in 
detail, in his fundamental work Imperialism , the 
Highest Stage of Capitalism , the full consequences of 
the continuance of a system of production for profit 
in our epoch. 

It will be worth while to compare the picture of 
imperialism which we have endeavoured to draw 
in the preceding chapters with the picture drawn 
by Lenin twenty-three years ago. Lenin starts his 
analysis from the drive to monopoly, which he 
singles out as the most important single tendency at 
work within the capitalism of his day. He describes 
three forces (all of which are themselves based on 
the changing technique of production) which are 
driving capitalism along the road of monopoly. 
There is: (i) the growth of the productive unit, (2) 
the growth in the importance of bank, or finance, 
capital, and its interlocking with industrial capital 
and (3) the interlocking of the state itself with the 
major productive units. 

The reader will notice that with these another 
element is emphasised in the picture drawn in this 
book. Emphasis is laid on the latest results of the 
growth of bank capital, and above all on the growth 
of monopoly within the banking system itself. This 
growth has been carried in Britain to an extreme 
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point, there being only seven or, with the Bank of 
England itself, eight considerable banking institu¬ 
tions in this country.* We saw that, when the 
process of bank monopolisation has been carried to 
this point, a fundamental change occurs in the very 
nature of money: that money ceases to be, for 
internal purposes, a commodity with an intrinsic 
value. We saw, further, that this change in the 
nature of money marks a further stage in that change 
in the nature of capitalism which the growth of 
monopoly in general is perpetually affecting. I 
believe that this emphasis on the growth of bank 
monopoly, and the consequential change in the 
nature of money, is important, above all for Great 
Britain. It has occurred since Lenin wrote his book, 
but it carries forward the tendencies which he 
stresses so strongly. 

Preceding chapters have also given more promi¬ 
nence to the question of the accumulation of capital, 
and to the consequent falling tendency in the rate 
of profit, than is given by Lenin in his Imperialism. 
Lenin’s absence of emphasis on these factors is not 
an indication that he considered that these aspects 
of the question were unimportant, or, still less, that 
he ignored their existence. He said little about 
these factors mainly, I think, because he considered 
them to be commonplaces. He expected his readers 
to be sufficiently familiar with Marxism not to need 
their re-statement at length. The proof that he 

* This excludes the so-called merchant banking houses 
which are mainly concerned with foreign trade. 
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did, nevertheless, base his whole argument as to 
the inevitability of the emergence of more and more 
aggressive imperialism on the falling rate of return 
which capital can expect to command at home is 
contained in the quotation on page 223 below. The 
tendency of the rate of profit to fall had not, how¬ 
ever, gone so far twenty-five years ago as it has 
today. Those extraordinary and dreadful symptoms 
of stagnation, which have been the fundamental 
characteristics of the twenty years between the 
periods of the two wars, had not appeared to any¬ 
thing like the same extent in 1916, when Lenin was 
writing. 

Lenin’s whole argument is, as we shall show, based 
on the proposition that a surplus of capital must 
appear in any highly developed capitalist com¬ 
munity today. Quantities of capital must appear, 
that is to say, which have the greatest difficulty in 
finding objects of investment which will yield a 
profit considered sufficient by the owners of this 
capital. Nothing can be done with such capital 
except to export it. 

The next step in Lenin’s argument is that the 
export of such capital must produce the partition 
of the world on the basis of the respective strengths 
of the partitioning Empires. But this partition can 
never be a permanent one, because the relative 
strengths of the Empires are constantly changing. 
There is a “ law of unequal development ” operat¬ 
ing within world capitalism. Finally, the re¬ 
partitioning of the world, which this unequal 
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development necessitates, can only be accomplished 
by means of inter-imperialist war: 

. . for there can be no other conceivable 
basis under capitalism for the division of spheres 
of influence, of interests, of colonies, etc., than 
a calculation of the strength of the participants in 
the division, their general economic, financial, 
military strength, etc. And the strength of these 
participants in the division does not change to 
an equal degree, for under capitalism the develop¬ 
ment of different undertakings, trusts, branches 
of industry, or countries cannot be even. Half a 
century ago, Germany was a miserable, insigni¬ 
ficant country, as far as its capitalist strength 
was concerned, compared with the strength of 
England at that time. Japan was similarly 
insignificant compared with Russia. Is it ‘ con¬ 
ceivable’ that in ten or twenty years’ time 
the relative strength of the imperialist powers 
will have remained unchanged ? Absolutely 
inconceivable.” ( Imperialism , the Highest Stage of 
Capitalism.) 

This, I repeat, is why, pace Mr. Curry, socialism, 
and nothing but socialism, can save the world from 
periodic inter-imperialist war. 
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The Motive of Profit 

If we accept this fundamental conclusion as 
to the indispensability of socialism, we shall at 
once become conscious of the urgent necessity to 
act. If it is true that war cannot be banished from 
the world except by the carrying through of the 
gigantic work of economic and social reconstruction 
to which we refer when we speak of the attain¬ 
ment of socialism, then to make our fellow-men 
realise this, and then to act upon that realisation, 
becomes the one thing really worth while in life. 
But how large and many-sided is this task of 
mutual enlightenment. For it will by no means 
do to throw the one word “ Socialism ” at people, 
as a panacea. It is imperatively necessary to 
show men what socialism is; how and why it 
makes it possible for us to live and work in peace, 
and, above all, to show men how they can get 
socialism. 

Lenin has a profoundly interesting passage in 
his Imperialism. He is describing what capitalism 
would have to do in order to avoid the fatal chain 
of cause and effect which leads the world to im¬ 
perialist war. He is showing that capitalism would 
have to do things which would cause it to cease to 
be capitalism. He is concerned to show why a 
surplus of capital, which, as we have seen, is in 
one sense the starting-point of the whole imperialist 
process, must inevitably arise in any highly de¬ 
veloped capitalism. 
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“ It goes without saying that if capitalism could 
develop agriculture, which today lags for behind 
industry everywhere, if it could raise the standard 
of living of the masses, who are everywhere still 
poverty-stricken and underfed, in spite of the 
amazing advance in technical knowledge, there 
could be no talk of a superabundance of capital. 
This ‘ argument * the petty -bourgeois critics of 
capitalism advance on every occasion. But if 
capitalism did these things it would not be 
capitalism; for uneven development and wretched 
conditions of the masses are fundamental and 
inevitable conditions and premises of this mode of 
production. As long as capitalism remains what 
it is, surplus capital will never be utilised for the 
purpose of raising the standard of living of the 
masses in a given country, for this would mean a 
decline in profits for the capitalists; it will be 
used for the purpose of increasing those profits by 
exporting capital abroad to the backward coun¬ 
tries. In these backward countries profits are 
usually high, for capital is scarce, the price of 
land is relatively low, raw materials are cheap. 
The possibility of exporting capital is created by 
the fact that numerous backward countries have 
been drawn into international capitalist inter¬ 
course ; main railways have either been built or 
are being built there; the elementary conditions 
for industrial development have been created, etc. 
The necessity for exporting capital arises from 
the fact that in a few countries capitalism has 
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become * over-ripe ’ and (owing to the backward 
state of agriculture and the impoverished state 
of the masses) capital cannot find c profitable 5 
investment.” (Mew Data for Lenin’s Imperialism, 
pp. 138-140.) 

Every word of this passage deserves the most 
careful attention. The problem, Lenin implies, 
could be solved if the surplus of capital which 
appears in every “ over-ripe ”, highly developed 
capitalist state could be forced to invest itself at 
home, and be thus utilised to raise the standard of 
life of the masses, by means of developing agriculture 
and, for that matter, every sphere of production. 
For of course, Lenin is saying, it is utterly untrue 
that no tasks remain for capital to accomplish at 
home. On the contrary, so long as the mass of 
the populations of even the wealthiest capitalist 
states remains underpaid, ill-housed, their elemen¬ 
tary needs quite inadequately satisfied, there are 
vital things for this so-called surplus of capital to do 
at home. But the whole point is that these are not 
sufficiently profitable things. For if the “ surplus ” 
capital were to be invested at home, upon the task 
of raising the standard of life of the masses, this 
“ would mean a decline in profits for the capital¬ 
ists ”. Therefore, “ as long as capitalism remains 
what it is, surplus capital will never be used for 
this purpose ”. On the contrary, surplus capital will 
flow off abroad to the much more profitable task 
of developing and exploiting the imperial domain. 
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Here, then, is revealed exactly what it is in 
capitalism which is so fatal to the possibility of a 
sane and decent world. Lenin has guided us to 
the exact cause of our catastrophes. But once we 
have discovered this cause we see that the trouble 
lies, not in this or that incidental feature of capital¬ 
ism, but in its very nature. The trouble springs 
from the fact that it is the very nature of capitalism 
to seek after the highest rate of profit. Therefore 
“ so long as capitalism remains what it is ” the 
trouble cannot possibly be remedied. It can only 
be remedied, that is to say, if you can force capital 
to concentrate upon the task of raising the standard 
of life of the population at home, instead of on 
seeking the maximum profit by means of imperialist 
exploitation. But in order to do this you must 
be able to find a way to make capital work against 
the profit motive. And this is inconceivable, so 
long as the directing power of the whole system, 
which is today concentrated in the central, financial 
controls, remains in the hands of the monopoly 
capitalists. For they, by their very nature and 
training, will obey the incentive of maximum 
profits. Therefore, no beginning even of the indis¬ 
pensable process of turning over the economy to 
working for new objectives can be made until the 
central direction of the system comes into the hands 
of the people. Not a step forward can be made, 
that is to say, until these central, directing and 
predominantly financial controls come into hands 
capable of seeking the general welfare of the 
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population at the direct expense of profits; till 
these central controls come into the hands of 
social forces able and willing deliberately to force 
capital to work at a lower rate of profit than it 
would obtain by pushing ahead with imperialist 
exploitation. 

There is no other way out from the present 
condition of the world than this. We cannot move 
an inch towards our goal of peace and progress 
until we face the struggle to make capital our 
servant instead of our master. Obviously, this 
process can only be accomplished, in the sense of 
finally accomplished, when their mines, factories 
and fields have all been taken from the capitalists. 
For the capitalists can only run the productive 
system for profit; while we cannot be saved unless 
the productive system is run for use under a central 
direction based on public ownership. That is 
socialism. 


The Necessity of Transition 

I repeat, however, that it is not sufficient simply 
to utter the word “ Socialism ”, even if it is carefully 
defined. It is not sufficient for this reason. It is 
an impossibility suddenly on a given day, week or 
month, or even during the course of a single 
year, to end production for profit and organise 
production for use. This is not a question of the 
possibility of the sudden accession to complete 
power of the working class. That is certainly 
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possible. A revolution may take place in which, 
on a given day, or, at any rate, over a given period 
of a single week, political power passes out of the 
hands of the capitalist class into the hands of the 
working class. But it still will be quite impossible 
to carry through the gigantic process of economic 
re-organisation involved in transforming production 
for profit into production for use except over a 
period of years. Experience of the Russian revolu¬ 
tion is relevant to this issue. Power passed into the 
hands of the Communist Party of the Soviet Union 
almost literally on a particular day. But the process 
by which production was put on to a consciously 
planned basis, the process in virtue of which the 
motive of production ceased to be that of profit and 
became that of use, took some eleven years to carry 
through. 

There were three distinct periods in this process. 
For some seven months, from November 1917 to 
June 1918, Lenin and the Government which he 
led began the organisation of an intermediate 
economic system in which production was carried 
on partly for use, and partly for profit. There then 
supervened the period of active and desperate civil 
war. As always in war-time, it became both 
possible and necessary rapidly and completely to 
transfer the economic system to a production-for- 
use basis. But no sooner had the civil war ended 
than the necessity for a second mixed, intermediate 
phase arose, and Lenin introduced the New 
Economic Policy. The industrial productive system, 
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in the narrow sense of that word, was mainly, 
though not entirely, retained in public hands and 
operated for use. But the greater part of wholesale, 
and almost the whole of retail, trade was allowed 
to pass once more into private hands and be con¬ 
ducted for profit. It was not until 1928 that the 
Soviet Government found itself in a position to 
eliminate the profit motive almost completely from 
the economic system. 

The point I am making is simply that the trans¬ 
formation of capitalism, a system of production for 
profit, into socialism, a system of production for 
use, is a process which cannot take place suddenly 
and decisively, as can the transference of political 
power. It is an immensely large, and complex, 
process. It cannot in any circumstances, and no 
matter how absolute is the new power which is 
making the transformation, be carried through 
except by means of a series of stages, involving a 
whole series of intermediate, mixed, partly profit- 
motivated, partly use-motivated systems. Nor is it 
any use saying that such intermediate, mixed 
systems will not work. They have got to work. 
It is true they will only work temporarily, but work 
temporarily they must. The process of the trans¬ 
formation of one system into the other is bound to 
take years, and not months. 

It may be, as many suppose, that it is necessary 
for the working class, popular, anti-capitalist 
forces to achieve absolute power in order even to 
begin the process of the transformation of one 
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system into the other. We are not prejudging 
this issue. But even if this is so, it does not 
mean that the complex and laborious process of 
economic transformation can be jumped over. 
The most absolute working-class dictatorship, 
which has t been able to crush all resistance what¬ 
soever, must still—as the Russian example shows 
—take the economy through a complex period of 
transformation. 

Unless those who desire to see capitalism trans¬ 
formed into socialism face this fact they will be 
unable even to start the process of transformation. 
If they suppose that all that is necessary is for 
revolutionary forces to win power, and that then, 
almost automatically, capitalism will turn into 
socialism, all that will happen is that the process of 
change will never start at all (or if in the end it 
does start it will do so uninfluenced by them). 
Historical experience indicates that the peoples of 
highly developed industrialised communities will 
tolerate any form of reaction rather than give their 
support to socialists or communists who, uttering 
the one word “ Socialism ” as a solution for all ills, 
fail to show the people the way forward in concrete, 
comprehensible stages. The people demand that 
they should be shown what, in terms of here-and- 
now measures, we mean by socialism. They will 
fully understand it if we tell them that these 
measures can be of no more than a transitional 
character; that they are proposed as first steps 
in the process of getting socialism. What they 
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demand is to be shown how, in terms of concrete 
economic measures, society is to pass from one basis 
to another. 

Socialists are therefore under an obligation, 
when they reject such a policy as Federal Union, 
to say what is their alternative, and to say so in 
terms of a policy at least as concrete and immediate 
as is the one which they reject. Federal Union, 
we have discovered, is the form in which imperialist 
policy is inclined to present itself today. Socialism 
also must find what Hegel would have called its 
contemporary “ phenomenal form ”. Socialists 
must show in detail how socialism meets the actual 
situation which faces us. If we are not to form a 
great Federal Empire, pooling its colonies for 
common exploitation, fighting its imperialist rivals 
to the death, holding down its working population 
at home and its native populations abroad, and 
challenging the Soviet Union to a struggle for 
survival, what are we to do? We are to start 
the process of rebuilding our society on socialist 
lines; for this alone will enable us to live and work 
in peace. But how, precisely, do we propose that 
this process of socialist reconstruction, which is the 
one alternative to blood-soaked imperialism, is to 
begin ? 

This is a very practical question. 

For the war will, in all probability, create a 
situation in which we in Britain shall not have 
the opportunity, even if we desire to do so, 
to live on the imperialist basis. Our whole 
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economy has been to a very considerable extent 
based on our world domination. We have been 
able, though even so with the greatest difficulty, 
to carry on with an outworn, profit-motivated 
system because of the immense possibilities for 
the profitable export of capital: exploitation of 
colonial areas, etc., which we have had. It is 
highly unlikely that such a situation will continue 
to exist. 

Therefore we shall have to live by means of 
our own productive resources. That does not 
mean that we cannot engage in foreign trade: 
that we cannot satisfy those of our needs which it 
is advantageous for us so to satisfy, indirectly by 
exchanges with peoples of other countries. But 
it does mean that the vast system of domination, 
which has alone sustained the profitability of British 
capitalist industry, is not likely to persist after this 
war. But we shall not be able to live by means of 
our own productive resources unless we set about 
the task of re-organising those productive resources 
on the basis of production for use instead of for 
profit. 

What are indispensable, then, are not mere re¬ 
forms, mere mitigations and patchings up of the 
present economic system. Such things do not 
even touch the problem which now faces us. 
What has got to be done is to change, or at any 
rate to begin the process of changing, the very 
nature of our economic system. What has to be 
done is so to arrange matters that we can make 
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the wheels of production to turn, even though their 
turning will not increase the profits taken out of 
the system as a whole; we must be able to make 
the wheels of production to turn simply because 
we can only live and work in peace if they do 
turn. 



Chapter Ten: THE ROAD TO 
SOCIALISM 


A Harnessing Programme 

In two previous books * I have submitted what 
appears to me to be a practical method for taking 
the first, but decisive, step in this indispensable 
process of changing the very basis of our economic 
system. The basic changes in our economy pro¬ 
posed in this type of programme are an indispensable 
minimum without which we cannot create a work¬ 
able productive system, capable of supporting the 
British population in the years that are before us. 
Nothing less than this will do. Anything less than 
this would leave the basic nature of the economy 
unchanged. This type of programme really does 
begin the modification of the nature of the economic 
system. Its application makes a serious start in 
the process of substituting use for profit as the 
final purpose for which the system is run. 

In my shorter book, The Banks for the People , I 
have put forward this programme, largely to make 
it concrete and real, in the form of six proposed 
Acts of Parliament: 

(i) An Act to transform the banking system. 

* A Programme for Progress and The Banks for the People. 
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That is to say, the Bank of England and the seven 
considerable joint stock banks in this country 
would be changed from privately owned institu¬ 
tions, carrying on the business of banking for the 
purpose of maximising the profit of their share¬ 
holders, into publicly owned corporations, carrying 
on the business of banking for the purpose of 
regulating, stimulating and directing the economic 
system. This necessitates the buying out of the 
present shareholders of these eight banks in order 
that the Government may be able to appoint 
their directorates and ensure that the banks act 
in close co-operation with the Government and 
the Treasury. 

(2) An Act establishing, or, if it has not been 
repealed in the meantime, maintaining, the Govern¬ 
ment’s control over the export of capital, or of 
money of any kind, from this country. 

(3) An Act imposing, or, again, maintaining, if 
they are already in existence, such rates of taxation 
as will transfer a serious proportion of the surpluses 
(rent, interest and profit) accruing to the owners 
of the means of production. 

(4) An Act providing for very much more 
adequate old-age pensions. I have suggested £1 
a week at 1939 prices for all men and women over 
65 years of age. 

(5) An Act providing children’s allowances (I 
have suggested 8^. a week at 1939 prices) to all 
children (the allowances to be paid to their mothers, 
of course) under 15 years of age. 
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(6) An Act setting up a national housing corpora¬ 
tion with powers to buy compulsorily any and all 
sites—urban or rural—for the purposes of house¬ 
building and slum clearance; the corporation 
to be provided with funds sufficient to allow it to 
erect £300 million worth of houses a year, exclusive 
of the money spent on buying up property- 
owners. 

This type of programme could, of course, be 
expressed in various ways. The suggested six 
Acts are, in one sense, no more than exemplifica¬ 
tions of a general approach to the problem which 
faces us. The reader will see that this is essentially 
what may be called a harnessing programme. 
Its object is to harness the economic system to a 
new purpose. Three of the Acts are designed to 
push, and the other three to pull, the economic 
system round from its present purposes—which 
are profits and warfare—to the alternative purposes 
of use and welfare. The three controlling, or 
pushing, Acts are those which give control over 
the banking system, over the export of capital and 
the Act for the taxation of the rich. The three 
pulling Acts are those which create the pull of 
demand from money in the pockets of the people: 
the pull of demand on which the system can alone 
work for welfare. These are the three Acts which 
increase pensions, provide children’s allowances 
and build houses. 

The necessity for public ownership and control 
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of the banking system on the part of a people’s 
Government is surely obvious once we have 
realised the nature of the contemporary banking 
system as we described it above (page 9). We saw 
that of all the monopolies, and semi-monopolies, 
which had grown up in the latest period of the 
development of capitalism, the banking monopoly 
was (above all in Britain) the most important 
and the most complete. The growth of this super¬ 
monopoly, this monopoly of monopolies, has 
reached, we saw, such a point that it has funda¬ 
mentally changed the very nature of the money 
we use. For, whether the bankers like it or not, 
or whether they admit it or not, the monopolisa¬ 
tion of banking has brought the supply of money 
and money-capital under conscious control. Is 
it not obvious that a change in the control of 
this highly centralised and exceedingly powerful 
financial mechanism must be the starting-point 
for any attempt to re-orientate the whole economic 
system ? 

It is vital to understand, nevertheless, that the 
mere bringing into public ownership of the banking 
system might do nothing in itself to effect this 
basic change. If the Government which bought 
out the existing shareholders of the banks was 
itself the agent and representative of the same 
classes of the community which are represented 
by the bank directors today, little or no change 
would take place. The banking system would 
still be run, if no longer for the profit of the in- 
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dividual bank shareholders, as, to some extent, 
it is today, then for the profit of the capitalist 
classes as a whole—as it is to some extent already! 
Already the Bank of England is, for all practical 
purposes, a nationalised institution. It is very 
doubtful, that is to say, if the governor and directors 
of the Bank of England pay much attention to the 
question of what will increase the dividends payable 
to their shareholders. They run the bank in 
what they consider the national interests. But 
today this merely means that the bank is run in 
practice in such a way as to maximise the profit, 
rent and interest derived by the owners of the means 
of production from the operation of the productive 
system. And if you run the system in that way, 
all the consequences which we have described 
must follow. 

In the same way, our whole analysis of the basis 
of imperialism, will have shown the absolute 
necessity for the strict control of the export of 
capital. It was, we saw, the tendency of capital 
to run to the ends of the earth in search of the 
highest profit; or, latterly, to flee to the ends of 
the earth in escape from the steady pressure of the 
falling rate of profit at home, which has taken us 
down the blood-soaked road of imperialism. 
Nothing whatever can be done towards forcing 
the productive system to work for use and welfare 
until and unless we have got a thorough control 
over this process. We cannot possibly expect to 
make capital work for 2 per cent, at home, if it 
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is at liberty to seek for 20 per cent, in the Congo. 
But this is to understate the matter. If we are 
engaged in an attempt to force capital to work 
at an ever lower rate of return, for the welfare 
of the population at home, capital will, if it can, 
go abroad, even if it has no particular prospect 
of high profits when it gets there. It will go abroad 
simply to escape from pressure at home. It will 
go abroad and sit on deposit in foreign banks, 
merely waiting for “ better times ” and “ better 
governments ”. Nor will it fail, if it is permitted 
to do this, to wreck every type of progressive 
programme. 

There is no doubt, however, of the possibility 
of preventing this flight of capital. The mechanism 
needed to do so is, indeed, fairly elaborate; but, 
then, it already exists. For war purposes it is 
always necessary to set up this form of control, 
so that in this case it is merely a question of using 
an existing mechanism for a new purpose. 

The third of our “ pushing ” proposals—that for 
the taxation of the incomes of the rich—does not 
perhaps arise so obviously from the foregoing 
analysis of imperialism as do the other two. In 
the foregoing analysis there was no need to describe 
the insane maldistribution of wealth which has 
resulted, above all in this country, from keeping 
the rates of profit, rent and interest at such a point 
as seemed sufficiently satisfactory to the owners of 
the factories, mines and land of Britain to induce 
them to produce. Yet from another point of view 
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it is precisely this fantastic maldistribution of 
income-bearing property, and consequently, of 
course, only less insane maldistribution of income, 
which is the cause of the trouble. Mr. E. F. M. 
Durbin in his recent book, The Politics of Democratic 
Socialism (and, as we shall see below, he is not 
likely to exaggerate in this respect), sums up the 
available statistical evidence by saying that 10 per 
cent, of the adult population own more than 90 
per cent., and 1 per cent, own some 60 per cent, 
of the property of the country. This extreme 
degree of maldistribution of property results in 
1 per cent, of the population receiving more than 
one half of the total national income. It is quite 
obvious that any programme of harnessing the 
productive system to the welfare objective must 
make the most vigorous efforts to decrease this 
fantastic inequality. Here again, however, it may 
not be that we shall have to devise elaborate forms 
of new re-distributory taxation. Such taxes are 
being, to some extent at any rate, applied already 
as a necessity for the purposes of war. The truth 
is that as soon as any attempt is made to work the 
economic system, for any purpose other than the 
accumulation of capital in the hands of the existing 
capitalists (and it is now almost impossible to 
work it even for this purpose, as we have seen), 
a gigantic redistribution of income becomes in¬ 
dispensable. 

So much for our “ pushing ” acts. These three 
acts in themselves would do no more than create 
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a mechanism capable of enabling the productive 
system to respond to the pull of consumers’ demands, 
and so to work for welfare. We have still to suggest 
means of creating that demand itself. There is no 
way to do that except to put money into the hands 
of the people in one way or another. It does not 
so much matter how this is done, so long as it is 
done. I have, however, put forward three acts 
as being likely to provide the maximum amount 
of goods and services to the people who most need 
them. 

It is impossible to give here the statistical con¬ 
siderations upon which the view is based that these 
particular measures—namely, family allowances, 
old age pensions and national house building— 
would best serve the above purpose. The reader 
should consult the early chapters of Mr. Frank 
Verulam’s valuable work Production for the People. 
He will there see that Mr. Verulam, basing himself 
on Sir John Orr’s figures, has no difficulty in 
proving that incomparably the greatest quantity 
of suffering and want occurs amongst those families 
who have a comparatively large number of children. 
Mr. Verulam constructed both a minimum and a 
reasonable standard of life against which to measure 
the actual conditions of various sections of the 
British people. He worked out these standards in 
detail in terms of real goods and services; in 
terms, that is to say, of the food, clothing, shelter, 
transport, armaments, fuel, medical attention, 
etc. etc., actually bought by better-off working- 
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class families. He found, after elaborate research, 
that, at 1934 prices, it was possible for a family 
to maintain his minimum standard of life if the 
average income of its members reached 14L 6 d. 
per head per week. But it was necessary that 
there should be an income of 25.L per head per 
week for the family to reach his reasonable standard 
of life. He further discovered that over 12 million 
persons—28 per cent, of the population—were in 
1934 living below the minimum standard, while 30 
million people—or two-thirds of the population— 
were living below the reasonable standard. But— 
and this is, above all, significant—no less than half 
the children of the country were living below the 
minimum standard, while no less than five-sixths 
of the children were living below the reasonable 
standard. 

These are staggering conclusions. Mr. Verulam’s 
reasonable standard was an exceedingly modest 
one. (Could it be anything else when it allowed 
an expenditure of no more than 25J. per head per 
week for all purposes?) Yet he discovered that 
five children out of six fail to reach this standard. 
Can we suppose that a community which imposes 
this situation upon five-sixths of its children deserves 
to survive? In any event, and whether it deserves 
to or no, our community, if it continues to impose 
such conditions on parents and children in the 
larger families, certainly will not survive. It is 
now a commonplace that the birth-rate has in 
Britain dropped to such a point that the popula- 
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tion will from now on begin to decline with ever- 
increasing rapidity. We are faced with a situation 
in which it is not merely a question of having 
well-nourished or half-starved children: it is a 
question of whether we are to have children at all. 
And we shall not have them unless we enable their 
parents to bring them up in decency. This is why 
incomparably the simplest and the best of all 
methods for providing that pull of demand, which 
is itself indispensable for the working of the economic 
system, is, in my view, to provide a weekly allow¬ 
ance of so many shillings to the mother of every 
child in the country. 

The second obvious proposal is substantially to 
increase the pensions provided for the old. This 
needs no explanation, since such old age pensions 
are one of the oldest and most important social 
services. It is merely a question of making the 
amount more adequate. 

The third “ pulling ” act is of a slightly different 
character. It is not proposed, in this case, to dis¬ 
tribute money directly to the population, so that 
they themselves may buy extra commodities, and 
so cause the wheels of production to turn. Because 
of obvious practical considerations, it is better that 
in the particular case of housing, the community 
itself should undertake the work. It is proposed 
to set up a national housing corporation, which 
should make itself responsible for seeing to it that 
an adequate supply of shelter is at last provided 
for the population. The figures in this connection 
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are quite simple. It will be necessary to build 
some 2,600,000 houses in order to house the entire 
population on Mr. Verulam’s reasonable standard. 
In 1936 (the record year), 340,000 houses were 
actually built. It is not, therefore, by any means 
beyond our productive capacity to build these 
required houses in a reasonably small number of 
years. But they will not be built unless the initia¬ 
tive is taken, and the finance provided, by the 
community itself. (I have briefly outlined con¬ 
crete suggestions to this end in my book, The Banks 
for the People .) 


The Economics of Transition 

This would be an entirely inappropriate place 
to enter into a discussion of the basic economic 
issues which are involved in any such programme 
as the above. I must refer the reader to a detailed 
discussion of these issues in my book, A Programme 
for Progress. Here, let us merely notice the basic 
principle on which such a programme rests. The 
obvious question which will be asked of anyone 
who proposes a programme on these lines, is: 
“ But where is the money to come from? ” The 
answer is, in fact, that money, in our present-day 
economic system, neither comes from anywhere nor 
goes anywhere; for it goes round and round. It 
circulates from the banks, to the Government, to 
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the contractors both public and private, to the 
general public through wages, pensions, children’s 
allowances and the like; then from the general 
public to the shops, by means of the public’s pur¬ 
chases, and from the shops to the wholesalers, 
back to the manufacturers, from the manufacturers 
to the contractors, by taxes to the Government, 
and from all these recipients back again to the 
banks. Naturally, if at any given time there is 
not enough money in circulation (or, which comes 
to the same thing, the money is not circulating fast 
enough), and, correspondingly, a part of the 
population and other means of production are 
not employed, some more money will have to be 
provided. But once that has been done (although 
it is vital that there shall be no hesitation or fear 
about doing it) there will be no need to provide a 
penny of extra money, however much is spent. 
For whatever is spent out must come back in.* 


* Always providing, of course, that there are no uncon¬ 
trolled leaks abroad. This is no place to attempt an economic 
analysis, but I do ask the reader to pause and reflect on this 
very simple, in fact self-evident, but yet to many minds 
startling and almost incredible, proposition. To wit, in a 
closed system, however much money a government and 
banking system spends, it is all bound to come back to them. 
This does not mean that it does not matter how much they 
spend. On the contrary, everything depends on that. If 
they spend too much there will be cumulatively rising prices 
(inflation): if they spend too little there will be mass unem¬ 
ployment and stagnation. But it does mean that, whether 
for good or ill, there is no limit to what they can spend. 
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What is today indispensable is steady, persistent, 
unremitting pressure, initiative and enterprise on 
the part of the Government to keep the money 
circulating, to prevent it piling up in stagnant 
pools in the hands of the super rich, the monopolies 
and the rest—or, worst of all, leaking out of the 
system altogether by way of a flight to foreign 
countries in search of super profits. 

This conception of the endless circulation of 
money will no doubt seem to some readers unsatis¬ 
factory. They will have an uneasy sense that 
somehow or other something is missing from this 
description. They will feel that, if this is how the 
economic system is to work, it would all be, some¬ 
how or other, pointless, fruitless and unprofitable. 
And from one point of view they would be quite 
right. It is perfectly true that a system function¬ 
ing in this way will seem fruitless and pointless to 
those who believe, whether consciously or uncon¬ 
sciously, that the end and object of economic 
activity is the accumulation of capital—is the 
accumulation, that is to say, of ever greater quan¬ 
tities of income-bearing property in private hands. 
Unquestionably such has always been the end and 
object for which the capitalist system has func¬ 
tioned. We have seen the consequences. 

The type of programme outlined above would 
begin the process of changing the very basis of the 
system. It would not prevent individual capi¬ 
talists and individual firms from making profits. 
It would actually enable many firms who today 
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cannot find a market for their products to make a 
profit by providing them with a market. But yet 
it would lessen progressively the rate, and in the 
end the total amount,* of rent, interest and profit 
which the owners of capital are at present taking 
out of the system. For it is their excessive claims 
which today make it impossible to work the system 
at all. 

The economic system, if it were worked this 
way, would be working on an ever narrower 
margin of rent, interest and profit. What, then, 
would be the point of it all ? Well, undoubtedly a 
good many people—many of those, for example, who 
at present derive their incomes from rent, interest 
and profit—would feel that it all was pointless, 
and would therefore bitterly oppose it. For they 
might not be able to conceive of any worthy 
object for economic activity other than the accumu¬ 
lation of capital in private hands. And un* 

* Such a programme must immediately reduce the rate of 
rent, interest and profit obtainable by the capitalist class. It 
might, for a time, actually increase the amount of rent, interest 
and profit which they derived (though it would make them 
pay much of it back in taxation again). For the mere fact 
that such a programme would get the economic system going 
again at full steam, might mean that, for a time, the capi¬ 
talists actually derived a larger amount of rent, interest and 
profit from the bigger turnover, even though the rate had 
fallen. But, of course, so soon as the system was working 
again at full steam, the actual amount of rent, interest and 
profit derived by the capitalist classes must begin to decrease 
as the rate decreased. 
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doubtedly such an economic system as we are 
considering would not be designed to serve that 
end. For here would be an economic system 
under which the objective and purpose of pro¬ 
duction as a whole would be simply the welfare 
of the population; the taising of the standard of 
life of the people; the extra production of ever 
larger and more varied quantities of food, clothing 
and shelter for the population to use and consume. 
The extra milk drunk by the children, the extra 
clothes worn by them and their parents; the extra 
boots and shoes on their feet; the extra houses 
for them to live in, the extra schools for them to 
learn in, the extra ’buses and cinemas to sit in— 
such things, and nothing else, would be what we 
should get from managing our affairs in this way. 
But that, you know, means that we should get the 
very means of life from it. 

Let us admit then, or,, rather, let us assert, that 
this type of programme would make the whole 
economic system pointless from the strictly capi¬ 
talist point of view. The whole process would 
cease to have the accumulation of capital (income¬ 
bearing property) as its be-all and end-all. There 
would be, incidentally, quite a lot of such accumu¬ 
lation; but this would not be the thing for the 
sake of which production was undertaken. Pro¬ 
duction would frequently be undertaken when it 
would not increase such accumulation, and it 
would not necessarily be undertaken even when it 
would increase such accumulation. 
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Now, the capitalists have not, for the most part 
at any rate, thought all this out. They do not 
always consciously realise that the accumulation 
of capital (income-bearing property) in their hands 
is the one objective for the sake of which they 
cause the wheels of production to turn. But yet 
this is the test which they will infallibly apply 
when they have to decide whether or not any 
particular act of production or enterprise is to 
be undertaken. They will, and must, ask, Will 
it or will it not yield a profit? Will or will not 
this act of production result in a new increment 
of capital which we can add to our previous 
accumulation ? They are so profoundly, if partly 
unconsciously, convinced that this is the be-all 
and end-all of the whole of economic life, that 
they unhesitatingly apply this test and criterion to 
all their acts. When they believe that to produce 
will result in a further accumulation of income¬ 
bearing property in their hands (that it will make 
a profit), then they will undertake an enterprise; 
and when not, not. Now, for many individual 
capitalists it will still be possible, under the above 
type of programme, to apply this criterion. But 
now there will be a higher authority manipulating 
the whole system, settling, consciously and in 
advance, whether or not some particular kind of 
enterprise—say house-building —shall or shall not 
be profitable. Clearly, this final authority will have 
to take some test, or criterion, other than profitability 
on which it will base its decisions in guiding and 
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driving the economy as a whole. And this ultimate 
test or criterion can only be: Will, or will not, 
such and such an act of productive enterprise 
increase the welfare, the supply of goods and ser¬ 
vices of all sorts, available for consumption by the 
population? Do not let us baulk the fact that 
this test, or criterion, will seem an outrage to 
capitalist opinion. The capitalists and their repre¬ 
sentatives are so conditioned that they must 
always feel that there is something positively blas¬ 
phemous about running the economic system in 
this way; that it is unsound, disastrous, ruinous. 
And so, in a sense, it is, judged by the standards 
which they will apply to it. Therefore, such 
a programme can only be carried through in 
the teeth of capitalist opposition and hostility. 
It can only be carried through by the united 
people’s forces of the country overcoming the 
inevitable repugnance and resistance which the 
capitalist class, for whom the urge to private 
accumulation is bred in the bone, must inevitably 
feel to it. 

Lastly, the reader will certainly ask this question. 
Given that we accept welfare as the final objective 
of economic activity, and given that the people’s 
forces are strong enough to carry through this type 
of programme, does it provide a final solution to 
the economic problem? If we had enacted such 
a programme* and it were successfully working* 
Could we sit back, rest on our oars, and con¬ 
sider that the job of social transformation had 
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been done? Should we, in particular, have solved 
the problem with which this book is concerned 
—the problem of imperialism, or, to give it its 
widest description, the problem of the relationship 
between the nations, states and Empires of the 
world—the overwhelming problem of peace and 
war? 

To all these questions we must answer unhesi¬ 
tatingly, No. Such a programme is a beginning, 
and not an end. It would merely begin the pro¬ 
cess of slewing round the productive system from 
its present objective of the accumulation of capital 
in private hands (and it is the pursuit of this 
objective which produces imperialism and war), to 
the objective of satisfying the needs of the people. 
It would begin the process of economic trans¬ 
formation, not end it. 

In the same way, and to the same extent, it 
would begin to make possible the solution of the 
problem of imperialism; it would begin to solve 
the question of the relationship of the nations, 
states and Empires of the world; to make peace 
and to banish war. It would do all these things 
in so far as, but no more than, it succeeded in 
utilising all the productive resources of the com¬ 
munity for satisfying the needs of the population. 
For, as we have seen in detail, it is precisely our 
inability to do this, and the consequent necessity 
to accumulate unusably, or more exactly unin- 
vestably, large masses of capital in the hands of a 
tiny class, which sets the feet of humanity on the 
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dreadful road of imperialism. The nations, states 
and Empires of the world fight each other because 
they cannot live unless they ceaselessly expand. 
Stagnation and decay at home, or ceaseless expan¬ 
sive aggression abroad, is the loathsome alternative 
to which they are condemned so long as their 
economic systems remain what they are. Peace 
in such a world is a mirage. If it comes for a 
time, it proves, in its own slow, silent, rotting 
way, almost as horrible as war. It is only in so 
far as we enable ourselves to work for peace instead 
of for war that we shall make possible an era of 
peaceful co-operation between the peoples of the 
world. 

The above type of programme must, then, be 
regarded as nothing more (but how much that is!) 
than a way of beginning that basic social and 
economic transformation which is indispensable. 
It is of the essence of such a programme that it 
must lead forward to further changes, and then to 
further still, until socialism itself is reached. In¬ 
deed, the kind of economic and productive system 
which would come into existence after the passing 
of the above six Acts and no more could easily be 
shown to be inherently unstable. There are in¬ 
herent contradictions within it. For example, the 
majority of the individual productive units, firms, 
companies, trusts, etc., will still be working for 
profit—will be working, that is to say, in order to 
maximise their accumulations of income-bearing 
property, while the system as a whole will be 
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working for the opposite purpose of welfare. 
Regarded statically, regarded as a working model, 
or blueprint, for the future, it can, and should be, 
riddled with criticism. But regarded as a process , 
regarded as a method of change and struggle, 
regarded, in particular, as a way in which the 
process of change can be begun; regarded as a 
sharp weapon for use in the struggle, it can, I 
venture to suggest, present us with undeniable 
advantages. 

It would not be fruitful to spend much time on 
suggesting the next stage of economic transforma¬ 
tion which would open up, as a necessity, before 
us when we had achieved the stage represented 
by this type of programme. The next stage might 
well, as a matter of fact, consist for the most part 
in the carrying through of the much more familiar 
and traditional socialist programme based upon 
the nationalisation of this or that industry. Such 
a programme becomes relevant and workable 
when, but not until, the economic system as a 
whole has been grasped and brought under con¬ 
trol. It has been irrelevant and unworkable up 
till now because every attempt to implement it 
has resulted merely in the partial breakdown of 
the productive mechanism; in the throwing of 
millions of workers out of their employment, and 
the consequent total discredit of those who were 
attempting to carry through such a programme. 
Once, however, the economic system as a whole 
has been taken in a firm grip; once, above all, a 
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people’s Government has guaranteed employment; 
and therefore the fruits of employment—namely, 
an assured income of real goods and services to 
the population—it becomes possible to carry on 
with the piecemeal transference of the means of 
production of the country to public hands. It 
becomes not only possible, it becomes necessary. 
For we must not suppose that the situation created 
by the carrying through of this type of programme 
will be one of ease, harmony and universal good 
will. On the contrary, all those forces which are 
determined to resist the whole process of develop¬ 
ment away from capitalist imperialism and towards 
socialism will be offering instinctive, and therefore 
uncompromising, resistance. 

Above all, of course, the great trusts will provide 
the centre of such resistance. In the case of 
those industries still conducted by a large number 
of competitive firms, the Government, once it 
had possession of the banking system, and control 
over the export of capital, could undoubtedly 
control the volume of production as it pleased. 
But this is not by any means so true of industries 
dominated by vast monopolistic enterprises. We 
saw above the immense restrictive and destructive 
power which such enterprises exercised whenever 
restriction and destruction appeared to them to 
be more profitable than production. Gan we doubt 
that such organisations both could and would use 
their immense powers for sabotage and resistance of 
every sort? 
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The process of actual socialisation, of the exten¬ 
sion of the public ownership of the nation’s pro¬ 
ductive resources, should, in my view, go forward 
as part of the process of breaking that resistance. 
A people’s Government, having already carried 
through a “ banks-for-the-people ” type of pro¬ 
gramme, could not sit down and make up its mind 
quietly, and in the abstract, to nationalise this or 
that industry: railway, minefield, or what you 
will. On the contrary, it would be faced by half 
a dozen urgent, if not desperate, conflicts, which 
could only be solved by further extensions of public 
ownership. To take an example, the vast building 
programme, suggested as an integral and essential 
part of this policy, could not, of course, be 
carried through without an immense supply of 
cement, and would be gravely endangered if the 
price of this supply were raised. Now it so happens 
that 80 per cent, of the supply of cement is in this 
country today controlled by a powerful monopoly. 
This monopoly might, of course, work harmoniously 
and loyally with the National Building Corpora¬ 
tion, which was undertaking the giant building 
programme. But, again, it might not. And if 
it did not, it would undoubtedly be in a position 
to wreck that programme. The only protection 
against such sabotage would be the nationalisation 
of the cement industry—the buying out of its exist¬ 
ing shareholders and the running of the industry 
by a public, instead of by a private, corporation. 
It is to this type of nationalisation, undertaken, not 
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in the abstract and tor its own. sake, but as a part 
ot the struggle to make the economic system work, 
to make it work by transforming it, that we must 
look forward. Wc should anticipate this type of 
development as the next stage beyond this type of 
programme. 

It would, however, be in the political, and not 
in the economic field that this struggle would 
manifest itself in its greatest intensity. It is that 
aspect of the matter to which we must now turn. 
For it is in this political field that we must review, 
and controvert, some of the basic ideas of Federal 
Unionists. 



Chapter Eleven: THE WAY TO 
SOCIALISM IN BRITAIN 

The Issues to be Decided 

There is little room for doubt that “ the shape of 
things to come ” in Britain will be of the general 
character, outlined in the last chapter. Indeed, 
in one sense it already is of this character. A 
large part of the economic mechanism suggested 
above has already been set up (exchange control 
and substantial taxation of all larger incomes, for 
example). Moreover, it is probable that before 
the war is over the Government will have had to 
establish some elements of the other side of the 
programme. It will have been forced, simply 
out of the necessity to preserve the working efficiency 
of the population, to increase the rate of old age 
pensions * and to establish some form of family 
allowance. 

Does this mean that the present predominantly 
conservative Government is abandoning im¬ 
perialism; is being converted to socialism, and is 
gradually making over the British economic system 
in that sense? It means nothing of the sort. 
Miracles do not happen. On the contrary, the 


* This has now been done, to a slight extent. 
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present Government is being forced to set up 
this type of economic mechanism, which I have 
called “ state financial control ”, solely in order 
to wage the war. At present this mechanism of 
control is being used for warfare instead of for 
welfare. 

But the fact that this mechanism of state financial 
control is being set up, means that the next phase of 
the struggle between the people's forces and the forces 
of monopoly-finance-capitalism will inevitably be fought 
out over the question of who is to use this mechanism . 

The setting up of a mechanism of state financial 
control appears to be something so rooted in the 
very nature of the existing phase of economic 
development, in the highly developed states, that 
whatever Government is in power is bound to do 
it. But the fate of the British people, and for 
that matter the next phase of the history of the world, 
depends upon whether the resultant state financial 
controls are used by the monopoly capitalists 
for their imperialist, warfare purpose, or by the 
people for their welfare purpose. If these controls 
remain in the hands of monopoly capital, our 
future is the misery of stagnation in peace, or 
grinding overwork in war. For if we allow our¬ 
selves to be ruled by imperialists, they will find it 
necessary to attempt to impose these evil things 
upon us in order to make a desperate attempt to 
maintain British imperialism against the menace 
of rival imperialisms, the menace of the Soviet 
Union and the revolt of the Colonial peoples. 
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That is the black future which faces the British 
people if they allow the economic system, now in 
any case passing under more and more centralised 
control, to remain in the hands of those who will 
inevitably use it as an instrument of imperialist 
power. 

The sole practicable alternative is the advent 
to power of a people’s Government. And by 
a people’s Government I mean precisely a Govern¬ 
ment which will firmly grasp and turn to its own 
uses those levers of economic power which have 
already been established, and which will create 
new controlling levers, as it finds necessary (for 
instance, the creation of a publicly owned bank¬ 
ing system and the nationalisation of obstructive 
Trusts). A people’s Government is the sole in¬ 
strument which can begin the huge, many-sided 
struggle to slew the whole productive system round 
to the tasks of welfare instead of warfare. When 
that has been done, not only a tolerable future, 
but a future incomparably better than anything 
which they have ever yet known, will be open to 
the British people. All our problems will not, 
indeed, have been solved. But all of them will 
have become solvable. For example, it will at once 
become possible to come to a mutually honourable 
agreement with an independent India. For the 
maintenance and safeguarding of the exploitation 
of the Indian people will no longer be the objective 
of British policy. Nor need such an agreement 
end all economic intercourse between the two 
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peoples. All that it will end will be British re¬ 
sistance to the Indian people’s struggle for freedom 
from exploitation. 

The carrying through of the first decisive steps 
in the transformation of our productive system 
will not in itself guarantee the peace of the world. 
It will still be necessary to stand on guard with 
well-armed forces, so long as other powerful, 
predatory, unmodified capitalist imperialisms exist 
in the world. But, so far as it lies in our power , 
the basic problem of the peaceful inter-relations 
of states will have been solved. For the first 
time a Britain capable of living at peace with the 
other nations of the world will be coming into 
existence. So long as some other peoples are 
constrained within the bonds of monopoly 
capitalism, they will not be capable of peace. And 
the nations which have organised themselves for 
welfare and for peace will have to protect themselves 
against them. Nor will such socialist nations, or 
nations on the way to becoming socialist, neglect 
to enter into the closest ties with one another, 
including, perhaps, in some cases, actual federation 
for purposes of mutual support. 


Character of the People’s Struggle 

This, then, is the task before us: to grasp the 
levers of economic control, to use those levers to 
pull and push the economic system round to the 
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welfare objective, and in so doing to transform 
its very nature. But how is this task to be accom¬ 
plished? By the political struggle of the united 
people of Britain. There is no other way. The 
monopoly capitalists and their spokesmen, agents 
and retainers will not yield power unless they 
must. They are so strong that nothing short of 
the united and combined forces of every section 
of the British people, other than the beneficiaries 
of monopoly capitalism themselves, can suffice. 
No sectional struggle, no struggle of even so large 
and basic a section of the British people as the 
industrial workers alone, without alliance with 
the intellectual, clerical and technical workers, 
for example, can bring victory. 

What, however, is to be the character of that 
people’s struggle for power? Is it to be a constitu¬ 
tional, Parliamentary, peaceful and evolutionary 
struggle? Or is it to be a violent, physical, 
revolutionary struggle? I am convinced, after 
some experience, that the sole honest answer to 
this question is “We do not know ”! We do not 
know what forms the struggle will take, for we 
cannot control the actions of the other side. For 
that very reason we must be prepared for all forms 
of struggle. We must use every one of those 
possibilities which lie open to us; we must use 
every element of democratic right, every liberty, 
every constitutional and Parliamentary possi¬ 
bility; we must wring every scrap of advantage 
we can from these things. We must strive with all 
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our might to prevent these possibilities being 
destroyed. For only by preventing these liberties 
from being destroyed can our country be spared 
from civil conflict. But never for one moment 
must We give way by so much as an inch in the 
struggle itself. 

But this is by no means the kind of answer which 
has habitually been given to the question. On 
the contrary, two dogmas have been set up: 
the one laying it down that the people’s struggle 
for power must in all circumstances have the 
character of a parliamentary, gradualist struggle 
for reforms, and the other that no forward step, 
however considerable, is of any use; that only 
the complete overthrow of monopoly capital in 
one single, violent engagement can be considered. 

Let us examine these two widely held, and false, 
views in turn. 

Mr. E. F. M. Durbin, in his recent book The 
Politics of Democratic Socialism , has made one of 
the strongest and most vehement statements of 
what is usually called the “ reformist ” view. 
Mr. Durbin states the doctrine that “ democracy 
is possible only if party strife is strictly limited in 
method and scope ”. Therefore, he goes on to 
say, political parties must take care to conduct 
their struggle within these strict and narrow 
limits. Especially is this true in respect of the 
struggle of the working class, and of the people 
in general, for socialism—the class struggle, as it 
is usually called, though not by Mr. Durbin. 
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For he holds that democracy is indispensable to 
the achievement of socialism: 

“ There is a complex and important sense 
in which socialism is necessary to democracy— 
the sense in which capitalism is incompatible 
with democracy. But there is a very simple 
and much more obvious sense in which 
democracy is necessary to socialism. It is not 
that democracy is the pleasantest, or most 
efficacious, or most certain method of achieving 
socialism, but that it is the only method; that 
all other hopes and all other programmes are 
mistaken and illusory. Democracy is not related 
to socialism as gilt to the gingerbread, or cream 
to coffee—a decorative addition or a great 
improvement; but as air to breathing, as coal 
to fire, as love to life—the indispensable means, 
the Jons et origo of all our social hopes.” (E. F. M. 
Durbin, The Politics of Democratic Socialism , p. 
271.) 

Now, Mr. Durbin has already defined democracy 
as government by consent. For him the essence 
of democracy is that the parties, classes or groups 
who are opposed to the policy of the Government 
at any given time should confine their opposition 
to constitutional forms, and that—though Mr. 
Durbin stresses this point much more lightly— 
the Government should be willing to yield up 
office if it is defeated by means of these constitu¬ 
tional forms of opposition. 
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“ Democracy ” (he writes) “is a method of 
taking political decisions, of compromising and 
reconciling conflicting interests. The method 
is more important, more formative of the 
resulting social order, than the disputes so 
resolved. 

“ When individuals or groups disagree—including 
nations and classes and Parties within the state—the 
most important question is not what they disagree 
about, but the method or methods by which their dis¬ 
putes are to be resolved. If force is to be the arbiter 
between them, international war, civil war, 
cruelty and persecution are the inevitable conse¬ 
quences.” (E. F. M. Durbin, The Politics of 
Democratic Socialism , p. 271.) 

It is clear that for Mr. Durbin it would be much 
better to fail to achieve socialism than to do 
anything which might cause open and violent 
class conflict to break out. The basic flaw in this 
argument is at once apparent. If the people’s 
forces once commit themselves to this view they 
have delivered themselves over gagged and bound 
to the representatives of monopoly capitalism. 
The monopoly capitalists have only to say of any 
particular proposal: “I am sorry, but we could 
not stand that. It you attempted that—if, for 
instance, you established control of the export 
of capital, or if you took control of the banks, 
or if you provided family allowances on a certain 
scale, or bought out the landlords—we should use 
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violent methods of struggle to resist you. And 
so, you see, you must abandon the attempt to carry 
through these measures. For otherwise you would 
be endangering government by consent.” The 
inescapable conclusion from Mr. Durbin’s pro¬ 
position is that the capitalists have only to issue 
this threat for it to be necessary for us to give way. 
Naturally, if the upholders of things as they are 
guaranteed in advance that they would, in no 
circumstances, behave in this way; that in all 
circumstances they would bow to the popular 
decision democratically expressed—and if there 
were some way by which their guarantee could 
be made binding—this would not be true. But 
in the real world we know only too well that there 
are plenty of diehards amongst the ruling class 
who, at any threat, even to their privileges, are 
accustomed to declare openly that they will use 
all and every method of struggle. How, there¬ 
fore, can the popular forces bind themselves in 
advance to desist the moment anything they 
propose causes their opponents to use the threat 
of violence ? Mr. Durbin continues: 

“ The cause of democracy, the thing that 
alone makes it possible, is the mutual agreement 
not to persecute. Only those who renounce 
persecution can be tolerated. Only those who 
accept the rules can play the game. Only 
the tolerant can be free.” (The Politics of 
Democratic Socialism , p. 278.) 
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All this is undeniable, but can Mr. Durbin 
honestly pretend to us that the monopoly capitalists 
of Britain have entered upon some mutual agree¬ 
ment not to persecute? That the monopoly 
capitalists have accepted the rules of the game 
and can be relied upon to keep them? Surely 
we cannot possibly believe that they have. It is 
quite true that they have not begun, at present, 
to persecute to any considerable extent; but, 
then, their position is not yet seriously threatened. 

All this does not mean that it would not be 
both unwise, and, in my opinion, profoundly 
wrong, for the popular forces to start, or even 
to appear to start, the process of resorting to more 
violent forms of struggle. All this does not mean 
that Mr. Durbin is not a thousand times right 
in attaching the utmost importance to preserving, 
as long as it is possible, and permanently, if it is 
in any way possible, the peaceful and democratic 
method of settling political disputes. This does 
not mean that any other form of settling political 
disputes—either the way of latept or overt civil 
war, or of rule by one class over another by force 
and terror—is not a condition of society so grievous 
that enormous efforts must be made to prevent it 
from occurring. 

This takes us back to Mr. Durbin’s proposition 
that it is necessary, not merely to wage the struggle 
for socialism in such a way that we do everything 
in our power to avoid the outbreak of civil conflict 
(so far I passionately agree), but also that we 
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abandon the struggle for socialism rather than 
incur the danger of class conflict breaking out 
into open violence. Let us be frank. The con¬ 
sequences of violent class struggle, as we have seen 
them in Europe during the past twenty years, 
have been so horrible, so destructive of all things, 
material and moral, that make life worth living, 
that many people have undoubtedly been brought 
to sympathise with Mr. Durbin’s point of view. 
But I am convinced that they are mistaken. They 
are mistaken, not in supposing that violence, 
terror, torture and tyranny are some of the ultimate 
evils of life. But they are mistaken in supposing 
that there is any possibility of avoiding these ultimate 
evils by means of giving up the struggle for socialism. 
On the contrary, if we accept the analysis of im¬ 
perialism which I have endeavoured to state in 
preceding chapters, there can be no doubt that 
by giving up the struggle for socialism, and 
acquiescing in the continued rule of monopoly 
capitalism, we condemn the world to the un¬ 
ending violence of inter-imperialist war. 

Let us obtain socialism with the very minimum 
of dislocation and violence and fratricidal strife 
which is possible. Let us never for one instant 
commit the criminal error of supposing that the 
means and methods of the struggle do not matter. 
But let us, at the same time, realise that it is better, 
in the exact sense that it will minimise violence, 
that we should get socialism even at a high price 
rather than that we should not get it. For failure 
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to get socialism will condemn the world, not 
merely to this or that quantity of violence, but to 
an unending, hopeless, issueless violence persisting 
for just so long as monopoly capitalism continues 
to dominate the world. 

Mr. Durbin, then, is fundamentally in error. 
The preservation of democracy in his sense—i.e., 
“ government by consent ”—is not more important 
than the advance to socialism. For the advance 
to socialism is a condition precedent either to the 
maintenance of government by consent or to its 
re-establishment if it has been destroyed in the 
course of the struggle. The advance to socialism 
is indispensable to the carrying on, without un¬ 
ending violence, of the economic life of the com¬ 
munity. Mr. Durbin’s mistake is to suppose that 
the limited, partial (though, I agree, immensely 
precious) degree of government by consent which 
has been achieved in Britain and America, and a 
few other of the older and more developed capi¬ 
talisms, is the basic and fundamental element 
in the situation. On the contrary, this degree of 
government by consent, this degree of mutual 
tolerance, decency and general civilisation in the 
inter-relation of the citizens of these states, is 
itself the ultimate, though precarious, achievement 
of the degree of economic success and stability 
which (at what a cost to the rest of the world!) 
the capitalisms of these particular communities 
have achieved. These things, for which Mr. 
Durbin, and for which I, care so much can only be 
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preserved, or re-established when they have been 
lost, by the basic reconstitution of the economic 
life of these communities. Nothing can be more 
certain than that these fragile values cannot long 
survive either the peace-time stagnation and decay, 
or the war-time agony, which are the alternative 
conditions of existence of monopoly-capitalist 
imperialism. 


The Spirit in which the Struggle should be 

Waged 

Now, let us consider the opposite view, which 
is, in my view, equally false. That view lays it 
down, with equal dogmatism, that the outbreak 
of civil war, fought out to a finish, is everywhere 
inevitable. Further, and consequently, those who 
hold this view consider that the method, the 
spirit, the attitude of mind in which the people’s 
forces conduct the struggle for socialism are of 
little importance; that no economic forms inter¬ 
mediate between capitalism and* socialism can 
exist, and that therefore the study of transitional 
economic programmes is a waste of time. The 
struggle is envisaged in the simple terms of mono¬ 
poly capitalism creating more and more intolerable 
conditions of life until popular revolt is generated, 
a civil war is fought out, a working-class dictatorship 
is established, all resistance is crushed and the 
process of socialisation follows as a matter of 
course. 
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Now, no one can foretell the future; no one can 
deny that it is possible that our future may be of this 
character. I am convinced, however, that to work 
deliberately to make our future of this character is 
both mistaken and profoundly unrealistic. It is 
mistaken in the sense that it immensely under¬ 
estimates the damage to everything that makes life 
worth living which such a future of civil war must 
cause. It is unrealistic because, by refusing to con¬ 
duct the struggle in such a way that everything 
possible is done to avoid civil war, it profoundly 
alienates vast masses of the population. For 
whether politicians and publicists do, or do not, 
realise the price of civil war, the British people, in¬ 
cluding the vast majority of the industrial working 
class, realises it to the full, and regards with extreme 
aversion anyone who even incurs suspicion that he 
is not doing all in his power to avert civil war. 
Therefore the real effect of any line of political 
policy which even appears to be reckless of the 
consequences of civil conflict is fatally to alienate 
vital elements of what should be the people’s forces, 
and to drive them on to the side of monopoly capital. 

Monopoly capital, however, has no solution to 
offer. It will undoubtedly in the end make life 
physically and utterly intolerable for us, and so 
drive us to revolt. Therefore, precisely because it 
will enormously strengthen monopoly capitalism, a 
policy based on the view of the inevitability of civil 
war to a finish will undoubtedly tend to produce a 
civil war to a finish. But it remains to be seen 
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whether it is likely to produce such a civil war under 
conditions in which the balance of forces gives the 
possibility of success to the people. 

It is therefore the greatest error to assert that 
policies which envisage a step-by-step struggle to 
extort first this concession and reform and then 
that; which are willing to compromise, in the pre¬ 
cise sense of grasping what can be obtained today, 
and using it as a stepping-stone to get something 
more tomorrow, are worthless. Nor is it the case 
that Marx, Engels, Lenin or the other basic thinkers 
of the working-class movement have ever suggested 
that such a policy was worthless. Lenin has a well- 
known passage in which he makes this clear: 

“ The term compromise in politics implies the 
surrender of certain of one’s demands, the re¬ 
nunciation of part of one’s demands by agreement 
with another party. The usual idea of the man 
in the street regarding the Bolshevists, an idea 
fostered by the systemic calumniations of the 
Press, is that the Bolshevists are opposed to all 
compromises, no matter with whom and under 
what circumstances. That idea is flattering to us 
as the party of the revolutionary proletariat, for it 
shows that even our enemies are obliged to admit 
our loyalty to the fundamental principles of 
Socialism and the revolution. Nevertheless, the 
truth must be told: this idea does not correspond 
to the facts. Engels was right when in his 
criticism of the manifesto of the Blanquist Com- 
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munists (1873) he ridiculed their declaration, 

‘ No Compromise! ’ ‘ That is a mere phrase, 5 he 
said, ‘ for compromises are often unavoidably 
forced upon a fighting party by circumstances, 
and it is absurd once and for all to refuse to 
stop at intermediate stations. 5 55 (Lenin, Selected 
Works , Vol. VI, p. 208.) 

All this should be perfectly obvious and is univers¬ 
ally admitted in theory. It is necessary to repeat it, 
however, for there is always a suspicion—natural 
enough, perhaps—that any proposals, such for 
example as those of the type of programme out¬ 
lined above which involve “ stopping at an inter¬ 
mediate station 55 (precisely in order to gather forces 
strong enough to push on again) are reformist. 
But, no, the setting of a limited objective which can 
be carried in the first wave of assault is not reformist. 
No proposed method of carrying on the struggle can 
be reformist, for the essence of reformism is the 
abandonment of the struggle. The essence of re¬ 
formism is the damping down and stifling of the 
struggle in order to collaborate for a common end 
with monopoly capitalism. Now, this is pernicious, 
not because of some abstract principle which forbids 
co-operation with monopoly capitalism, but be¬ 
cause it involves preaching to the people that their 
interests are compatible and, in the last analysis, 
identical with those of the monopoly capitalists. 
And that is a lie. The productive system can be 
worked for use and welfare, at the sacrifice of profit; 
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or it can be worked for profit and warfare, at the 
sacrifice of use and welfare. But it cannot be 
worked in both ways, and the interests of the 
monopoly capitalists are to continue to work the pro¬ 
ductive system for profit and warfare, while the 
people’s interests are to begin the process of trans¬ 
forming it in order to use it for use and welfare. 
Therefore, those who tell the people that their interests 
and the interests of the monopoly capitalists are the 
same, and that therefore we can collaborate with 
them, are deceiving the people. It may be necessary 
to compromise with the monopoly capitalists. It may 
be, indeed I am convinced that it is, necessary to stop 
at such an intermediate station as is represented by a 
“ banks-for-the-people ” type of programme. This is 
an intermediate station, but it is an intermediate 
station on the journey to socialism. We only com¬ 
promise with the monopoly capitalists in the sense that 
we agree with them that we should at the moment 
get this much, no less and no more. But if once 
we begin to collaborate , as distinct from compromise, 
with the monopoly capitalists, we are bound to 
accept their ends. In that case we should soon find 
ourselves attempting to run the economic system as 
a whole for profit. Immediately we should find our¬ 
selves, whether we marched under the banner of 
Federal Union or what you will, taking part in an 
attempt on the part of the British imperialists to 
maintain or regain that power which is the essence 
of all imperialism—namely, the power to exploit. 

How, then, is the struggle for socialism to be 
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waged ? What approach is to be made to the prob¬ 
lem of the indispensable transference of political 
power from the monopoly capitalists to the people ? 
In what spirit, with what attitude of mind, and 
consequently with what style of propaganda, is the 
struggle to be conducted? I submit that we can, at 
any rate, make the following guiding suggestions. 
In the first place, let us wage the struggle without 
pretending to know in advance what forms, from the 
most gradualist and constitutional to the most des¬ 
perate and violent, that struggle will take. For this 
is the truth of the matter. We do not know, and 
cannot know, what will befall. The correct pro¬ 
cedure is to carry through the struggle, simply, 
resolutely, firmly, prepared for all eventualities. 
Unless we keep such an open mind, we are bound 
by the very manner, the very style in which we con¬ 
duct the struggle, to commit ourselves to a method 
which will be disastrously inappropriate, if our ex¬ 
pectations as to the form which the struggle will take 
prove unfounded. If, for example, we were carrying 
on the struggle along the lines advocated, and in the 
style implied, by Mr. Durbin, we should find that 
this method was disastrously inappropriate if the 
struggle sharpened suddenly and began to take 
revolutionary forms. If, on the other hand, having 
made up our minds that the struggle must, in the 
next phase, take revolutionary forms, we adopted 
methods of struggle, and a style of work, appropriate 
to that situation alone, then, if we found ourselves in 
a phase in which the essential thing was to combine 
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all the popular forces, working within the existing 
political forms, then, again, we should find that we 
were working in a way that made failure certain. 
It is only by keeping an open mind as to the nature 
of future phases of the struggle that we can quickly, 
simply and naturally adapt our approach to the 
actual conditions, the actual situation, as it confronts 
us. Nothing is more disastrously crippling than a 
dogmatic pretence that we know, in advance, and by 
a priori reasoning, what type of situation is bound 
to occur. 

Secondly, we must always present to the people a 
policy which shows the best way forward—we must, 
that is to say, make the people understand the steps 
by which we propose that the struggle should be 
carried on. And this means in practice that we 
must show them the successive steps by which the 
productive system can be made over from produc¬ 
tion for profit to production for the people, from the 
purposes of warfare to the purposes of welfare. We 
must never pretend that we know that the struggle 
will take this comparatively rational form. We 
must never pretend for a moment that we ignore the 
ever-present possibility that the monopoly capital¬ 
ists, in their blind resistance to all change, will make 
use of methods of ever-increasing violence; that, 
consequently, all possibility of a step-by-step process 
of struggle may disappear. But, unless we show how 
we propose that the struggle should be carried on, 
we incur the grave suspicion that we do not care 
whether socialism comes as a result of relatively 
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lational development, in which the resistance of the 
monopoly capitalists is overcome step by step, with 
the least possible amount of violence (ideally with 
none at all) or whether it comes as the result of 
devastating civil war. And that suspicion, if it is 
once incurred, has the most serious consequences for 
the future of any political forces which incur it. In 
Britain during the past twenty years—and still 
today—the material conditions of life of the people, 
and consequently their point of view, are such that 
they regard with extreme repulsion anyone, or any 
party, who even seem to be indifferent to the 
methods by which the struggle is carried on. They 
suspect that anyone who appears to be indifferent to 
whether the country is plunged into civil war, at 
heart actually wishes that social development should 
take this path. And this they do not forgive. 

Thirdly, the struggle for socialism must be carried 
on in such a way as to unite the entire non-capitalist 
population. For even in Britain, the industrial 
working-class, by itself, and without allies, is not yet, 
at any rate, in a position to carry through the 
necessary social transformation. Thus the indis¬ 
pensable thing is to put forward a policy and pro¬ 
gramme which can show the population how, in 
terms of practical steps, the productive system is to 
be made over. The British Labour movement up 
to 1929 possessed a programme which professed to 
show the way to do just this. But the experience of 
the second Labour Government showed that that 
programme was illusory. Up to 1929 the policy of 
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the British Labour movement was based upon the 
assumption that the productive system could be 
made over by the successive nationalisation of first 
this industry and then that industry, together with 
the extension of social services. It turned out that 
this was not the case. You cannot get socialism in 
this way, for the simple reason that capitalism ceases 
to function long before this lengthy process can be 
completed, or even fairly begun. And in ceasing to 
function, capitalism throws millions of workers out 
of work, thus bringing total discredit on the Labour 
Government which is attempting piecemeal 
nationalisation, and puts reaction back into power. 
In addition, the British Labour movement ap¬ 
proached even this task of economic transformation, 
which was itself conceived of in this unsound way, 
in the disastrously incorrect spirit of collaboration as 
defined above. Since the nature of capitalist pro¬ 
duction for profit had not been grasped, it was not 
realised that although there could be, and un¬ 
doubtedly must be, compromise with capital there 
could not be, except at the cost of capitulation, 
collaboration with the monopoly capitalists. For 
collaboration implies a common end. In order to 
collaborate with someone, you must be attempting 
to do the same thing as he is, and the monopoly 
capitalists are attempting to run the economic 
system as a whole for profit, while the Labour move¬ 
ment is attempting to transform it so that it can be 
run for use. 

I think that if we make the approach to the 
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people’s struggle which I have endeavoured to in¬ 
dicate here, we shall find a way to socialism in 
Britain. It is not likely to be an easy way. On the 
contrary, the turbulence, intensity, complexity and 
protraction of the struggle to transform one of the 
greatest Empires in the world into what is, in many 
respects, its opposite—namely, a socialist commun¬ 
ity—are bound to be very great. That we cannot 
help. But we can make the greatest effort of which 
we are capable to keep our heads, to keep a balanced 
attitude, to avoid falling on the one hand into 
cringing passivity, and on the other into panicky 
aggressiveness. For either of these -attitudes is 
bound to bring initial disaster to the people’s cause, 
and so immeasurably to increase the severity and 
violence of the struggle. 

The Style of the Work 

A political party reveals to the people the method 
of struggle which it has adopted by the style in 
which it carries on its propaganda in the public 
arena. The spokesmen of a political party manifest 
their basic point of view by the way in which they 
present their case, the style and manner in which 
their books, pamphlets and newspapers are written, 
the tone of voice which they use in their speeches. 
Thus, just as in literary life “ the style is the man ”, 
so in political life the style is the party. 

It is hardly too much to say that political parties 
are mainly judged, not on the basis of what they 
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say, but on the basis of how they say it. The 
public does not pay very close attention to the 
arguments used by politicians and parties, but 
the public is immensely sensitive to the impression 
which a speaker or writer makes upon them. 
They guess at the sort of man, or the sort of party, 
which is appealing to them almost entirely by 
the style of the utterances which are put before 
them. 

Every student of contemporary political life must 
have noticed that three distinct political styles 
correspond to the three ways of waging the people’s 
struggle which have been defined above. First, 
those who accept the dogma of the inevitability 
of gradualism have developed a characteristic 
style which we may call the “ social democratic 
style One version of this style leads to the 
extraordinary circumlocutions of which the late 
Mr. Ramsay MacDonald was the supreme ex¬ 
ponent. With him, the glossing over, the encase¬ 
ment in incredible quantities of verbal padding, 
of every clash of interest, of difference of view, of 
every contentious issue, reached, towards the end 
of his life, a point at which most of his utterances 
were, in the strictest sense of the word, meaningless. 
Another and far less repulsive version of the social 
democratic style was developed by Mr. Sidney 
Webb. Also in order, at all costs, to minimise 
the intensity of the struggle, to prevent emotions 
on both sides from being aroused, to keep the 
social temperature down at all costs, Mr. Webb 
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and his whole Fabian school developed a peculiarly 
dry, passionless, narrowly factual style. In so doing, 
they, of course, betrayed the fact that gradualism was 
anything but inevitable; that they feared that if 
they so much as raised their voices the formidable, 
antagonistic passions of class would be aroused. 

Another and interesting example of the social 
democratic style is afforded by Mr. Durbin in the 
book, The Politics of Democratic Socialism , from 
which I have already quoted. Throughout his 
book he launches many attacks on Marxists and 
Communists because of their “ doctrine of hate ”. 
He makes an attempt to apply a certain modern 
psychological concept to the political scene, and 
in denouncing what he considers to be the hate- 
inspired propaganda of Marxism, he implies that 
he and his friends are free from hate impulses. 
But has Mr. Durbin pushed his psychological 
analysis far enough? There is no one of whom 
contemporary psychologists are more suspicious 
than of the man who claims that he is above 
hate. Hate, after all, is merely the negative side 
of the general emotional reaction of a human 
being towards his environment. If it is really 
the case that, in Mr. Durbin for example, this 
side of the reaction is absent—is “ inhibited ”, as 
the psychologists would say—they would by no 
means consider this to be a normal, desirable or 
praiseworthy characteristic. In the first place, 
they would suggest that it was highly probable 
that this was merely a sign that the whole of his 
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emotional reactions were inhibited; that he was 
unable to hate simply because he was unable to 
feel strongly at all, or, at any rate, to give a straight¬ 
forward, natural and simple outlet to his feelings. 
(As usual, popular wisdom has long anticipated the 
psychologists by the saying: “ He who cannot 

hate, cannot love.”) The psychologists would 
continue that, after all, there are plenty of hateful 
things in the world; that a man who cannot hate 
is unlikely to be able to make much impact on his 
times, to have much capacity for effecting social 
changes. For it is precisely by hating many of 
the things which are that we abolish them, and 
carry social development forward. 

However, I cannot help suspecting that a 
psychologist who read Mr. Durbin’s book would 
report that its author is by no means as free from 
hate as he himself supposes. It is true that Mr. 
Durbin’s hatred of the capitalists is almost com¬ 
pletely inhibited. He writes of them with the most 
studious moderation. But when he comes to 
write of those to the left of him, of Marxists, and, 
above all, of communists, his tone changes de¬ 
cisively. We find that for the communists (and 
it is fair to say for the Fascists also) Mr. Durbin 
can feel and express the most lively hatred. The 
truth is that those who adopt the social democratic 
style are not usually so much above hatred as they 
suppose. No one can blame them for this. But they 
are open to criticism for the self-deception and 
pretence that they are calm immortals, far above 
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the wicked passions of lesser men. For this is 
bosh! 

Secondly, there is a style corresponding to the 
dogma that social change can only take place by 
means of a violent revolution and civil war. There 
is a style corresponding to the refusal to work out 
what is objectively the best, swiftest and least 
costly way of social change, in order that we may 
strive, at any rate, to make the real path of social 
development approximate to it. This style as¬ 
sumes an unmeasured hatred in the mass of the 
population for the existing ruling class. If that 
hatred really exists, the style becomes natural and 
appropriate; an expression of a real feeling in 
which speaker and audience can join, and on the 
basis of which they can communicate. If, however, 
this emotion is absent from the audience, the effect 
is unfortunate in the extreme. The speaker finds 
himself trying to express something which does 
not really exist, or which exists only subjectively 
in his own personality, but not in the masses, whose 
feelings he is endeavouring to express. The effect 
is almost always to make the speaker attempt to 
whip himself up into still more intense expressions 
of feelings till, too frequently, his voice breaks, or 
his written words become the inky equivalent of 
a shriek. Such a style inevitably gives audiences 
and readers the impression that those who are 
attempting to speak for them are unbalanced 
personalities, and therefore not to be trusted; 
and they are not trusted. This error of style can 
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arise in two ways: either the individual commits 
it genuinely, since abnormal aspects to his own 
personality make him feel and react differently, 
and in a less balanced way, than the average; 
or, a person who is normally balanced himself 
may have been affected by a conventional style 
which was built up in other times, places and 
circumstances, and which was there and then a 
genuine, natural and real expression of the feelings 
of the mass of the population, but which is in¬ 
appropriate in a changed environment. Such a 
style can be an almost impassable barrier between 
political spokesmen and their audiences. 

Thirdly, there is a style to correspond to what I 
have suggested is the correct approach to the 
waging of the people’s struggle. It is hard to 
define it because it has not yet, except in isolated 
circumstances, ever been adequately developed in 
this country. The spokesmen of the people have 
for the most part fallen either into the “ falsely 
moderate” style or into the “falsely aggressive” 
style. No one will hit the right note, which is 
not something between these two, but something 
different from either of them, unless they are, or 
have made themselves, genuinely balanced per¬ 
sonalities, able to keep their feet firmly on the ground 
amidst the swirling torrents of unleashed social 
forces; able to keep their heads amidst the enormous 
complexities and bewilderments of the turns and 
twists of the struggle. 

The problem is to express with the greatest 
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emotional freedom, and therefore clarity, the real 
feelings of the people. Naturally, people do not 
know what their own feelings are until they hear 
them expressed. But when they do, they recognise 
them. Speaker and audience then become one. 
An immense power is generated. Owing to 
historical circumstances, the British people have, 
on the whole, a high degree of psychological balance. 
They will not accept speakers less balanced than 
themselves. This does not mean that speakers 
whose emotions are inhibited can get anywhere. 
What is needed are speakers with uninhibited 
emotions, but speakers who are yet able to give 
evidence of psychological balance. They must 
appear to have both a keen sense of reality (or the 
British people will not think them practical) and 
yet be able to hate intensely everything (and how 
much it is!) that is hateful and must be destroyed 
in this country; and to love intensely the people 
of this country. 
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